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It  is  our  purpose  to  divide  the  discussion  under  three 


general  heads: 


I. 


Problems  of  the  Industry. 

ii. 

Present  State  of  the  Law. 

hi. 

The  Remedy. 


(“Problems  of  the  Industry’’  are  covered  in  Volume  I. 
“Present  State  of  the  Law’’  and  “The  Remedy’’  in  Volume  II.) 
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A  FOREWORD. 


In  a  Bulletin  issued  by  the  Department  of  Commerce 
covering  “Coast  and  Geodetic  Survey”  we  find  the  fol¬ 
lowing  statement: 


“To  all  nations  whose  territories  touch  the  sea  or 
who  have  any  interests  in  the  commerce  of  the  sea, 
a  full  and  complete  knowledge  of  the  coast,  its  nature 
and  form,  the  character  of  the  sea  bottom  near  it, 
the  location  of  reefs,  shoals  and  other  dangers  to 
navigation,  the  rise  and  fall  of  the  tides,  the  direction 
and  strength  of  currents,  and  the  character  and 
amount  of  magnetic  disturbance  are  of  the  greatest 
practical  value.” 

To  know  the  facts  as  to  reefs,  shoals  and  currents,  is 
of  inestimable  value.  Each  year’s  toll  of  life  and  prop¬ 
erty  becomes  less,  due  to  knowledge  of  the  hidden  menace 
of  the  sea.  This  is  the  character  of  work  that  makes  for 
efficiency.  A  fine  evidence  of  Government  capacity! 

As  Government  renders  an  important  aid  to  commerce 
by  getting  at  physical  facts — we  now,  for  the  first  time 
in  our  history,  recognize  that  Government  owes  an  equal 
duty  in  making  a  study  of  economic  and  industrial  facts. 
As  ships  are  saved  by  knowledge  of  'the  location  of  the 
hidden  rock,  so,  likewise,  can  we  eliminate  waste,  stabilize 
investment  and  secure  to  labor  more  certain  employment, 
if  we  but  know  the  economic  elements  that  inhere  in 
industry. 

With  this  object  in  view,  a  far-reaching  and  exhaustive 
review  of  lumber  manufacture  has  been  made.  The  story 
of  the  board,  from  the  stnmp  to  the  tail  of  the  mill,  and 
thence  through  its  avenues  of  distribution  to  the  retail 
merchant,  has  been  told. 
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The  subject  covered  comprehends  a  necessity  of  uni¬ 
versal  need:  A  one  crop  natural  resource. 

Involved  in  the  industrial  phase  is  raw  material  supply, 
hence  the  tree,  and  its  relation  to  the  entire  problem. 

European  nations  early  recognized  the  need  of  adopt¬ 
ing  methods  to  avoid  forest  waste.  With  us,  on  the  con¬ 
trary,  our  splendid  forest  wealth  has  been 
Policy  needlessly  squandered.  Through  error  and 

Error-  lack  of  grasp,  a  greater  proportion  of  our 

forest  area  than  was  necessary  for  the 
country’s  developing  need,  passed  from  public  to  private 
ownership.  This  fault  can  not  be  ansivered  or  cured  by 
placing  the  blame  at  the  door  of  speculative  greed.  While 
we  were  evolving  our  political  and  industrial  destiny,  the 
majestic  forest  wealth  of  the  Nation  remained  unpro¬ 
tected  and  uncared  for.  Fires  ravaged,  storms  leveled 
and  man  destroyed  with  no  national  forest  policy  to 
check  or  remedy.  At  the  urge  of  agriculture,  the  tree 
became  an  obstacle  to  be  removed  and  destroyed.  This 
great  national  asset  seemed  limitless. 

The  thought  is  well  stated  by  E.  T.  Allen : 

“In  many  older  countries  these  governmental  per¬ 
plexities  have  been  greatly  lessened  by  the  crystali- 
zation  of  a  forest  policy,  which,  because  it  involves 
the  welfare  of  the  people  as  a  whole,  governs  the  con¬ 
duct  of  all  agencies,  private  as  well  as  public,  and 
attempts  to  protect  each  with  equal  impartiality.  It 
is  recognized  that  the  consumer  does  not  care  who 
supplies  the  lumber,  so  long  as  it  is  available  at  a 
price  which  warrants  its  use,  and  that  to  insure  such 
availability  requires  encouraging  unformly  the 
wisest  permanent  use  of  all  land  chiefly  valuable  for 
forest  production.  To  accomplish  this,  they  seek  to 
extend  protection  and  stable  good  management  to 
private  as  well  as  public  forests.  While  insisting 
upon  certain  standards  of  private  conduct,  they  are 
equally  scrupulous  to  maintain  corresponding  public 
reciprocity  in  order  that  such  conduct  may  be 
mutually  profitable.  *  *  * 
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“Under  sucli  a  policy  circumstances  could  hardly 
arise  wherein  the  Government  would  be  seriously 

ck  asked  to  consider  an  absolutely  in- 

Nationai  dependent  course  with  its  own  forests, 

Policy  especially  if  this  course  were  without 

regard  to  the  welfare  of  forest  indus¬ 
try  as  a  whole.  Certainly  it  would  notebe  expected 
to  act  without  such  knowledge  of  forest  conditions 
outside  governmental  administration  as  would  enable 
fairly  accurate  forecast  of  the  aggregate  result  of 
such  a  course. 

“Here,  however,  neither  Nation  nor  State  lias  any 
clear-cut,  dependable  policy  which  takes  into  con¬ 
sideration  both  public  and  private  forests  and  their 
influence  on  permanent  industrial  development.  No 
department  or  bureau  directly  responsible  for  dis¬ 
posal  of  federal  forest  resources  can  announce  such 
a  policy  permanently,  much  less  execute  it,  so  long 
as  there  is  every  extreme  of  variance  in  the  views, 
not  only  of  the  States,  whose  attitude  toward  their 
own  forests  and  forest  industries  has  a  profound 
influence,  but  also  in  Congress  itself,  where  any 
executive  policy,  to  be  dependable,  must  find  sanction 
and  support. 

“This  situation  is  due  chiefly  to  conflicts  of  inter¬ 
est  that  are  apparent,  not  real,  and  would  largely 
disappear  were  forest  problems  approached  with  a 
broader  understanding  of  forest  economics.  As  a 
matter  of  fact,  interest  should  be  mutual  in  the  one 
solution  that  can  he  permanently  satisfactory  to  all 
— stable  conditions  for  the  fullest  use  and  perpetu¬ 
ation  of  all  our  forest  resources. 

“It  is  absurd  to  suppose  that  these  conditions  can 
be  determined  without  carefully  considering  the 
quantity,  character  and  location  of  all  these  re¬ 
sources,  their  relation  to  each  other,  and  the  economic 
factors  that  govern  the  protection,  harvesting,  manu¬ 
facture,  transportation  and  use  of  all.  It  is  also 
unreasonable  to  suppose  that,  had  we  such  informa¬ 
tion,  we  are  not  intelligent  enough  to  solve  the  funda¬ 
mental  problems  of  forest  policy.  That  we  are  now 
bewildered  on  so  many  points  proves  only  the  crying 
need  for  wider  and  more  sincere  study  of  the  factors 
involved,  and  particularly  as  they  affect  interests 


other  tlian  onr  own  in  order  to  find  where  we  have 
common  ground.” 

(Article  by  E.  T.  Allen,  page  342,  Report  Com¬ 
mittee — Fifth  National  Conservation  Con¬ 
gress.) 

The  time  lias  come  when  the  dictates  of  prudence  and 
a  better  understanding  of  national  need,  impel  a  survey 
to  be  made  of  onr  remaining  tree  supply  and  this  to  the 
end  that  a  more  rational  national  policy  be  worked  out. 

We  here  deal,  in  the  main,  with  private  enterprise,  but 
the  problem  presented  carries  a  burden  of  profound  pub¬ 
lic  concern.  Interlocked  with  mill  opera¬ 
tions  is  involved  the  fate  of  a  national  asset 
of  deep  significance  to  the  Nation’s  .future 


Public 

Interest. 


well-being. 

Although  we  speak  for  the  industry,  it  is  our  hope 
that  the  Commission  will  feel  and  believe  that  onr  effort 


is  in  accord  with  public  interest. 

That  lumber  manufacture  is  in  sore  need  of  the  steady¬ 
ing  influence  of  stability,  is  made  mani- 
Lack  of  fest  by  the  record  presented.  That  its 

stability.  lack  0f  this  quality  touches  public  interest, 

we  hope  to  prove. 

Courage  and  understanding  are  needed  if  we  are  to 
solve  the  problem  presented.  If  the  Com¬ 
mission  rises  equal  to  its  opportunity ,  a 
forward  step  will  have  been  taken  in  the 
President’s  program  of  industrial  pre- 

In  his  address  to  the  Sixty-fourth  Congress,  the  Presi¬ 
dent  in  part  stated : 


Spirit  of 

Patriotism 

Needed. 

paredness. 


“While  we  speak  of  the  preparation  of  the  Nation 
to  make  sure  of  her  security  and  her  effective  power, 
we  must  not  fall  into  the  patent  error 
of  supposing  that  her  real  strength 
comes  from  armaments  and  mere  safe¬ 
guards  of  written  law.  It  comes,  of 
course,  from  her  people,  their  energy,  their  success 
in  their  undertakings,  their  free  opportunity  to  use 


President 

Wilson’s 

Words. 
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DEPT,  oi  FOREST? 


the  natural  resources  of  our  gre^tJ^ome^lancVai 
the  lands  outside  of  our  continentaT^liWd^rs^which 
look  to  us  for  protection,  for  encouragement  and  for 
assistance  in  their  development ;  from  the  organiza¬ 
tion  and  freedom  and  vitality  of  our  economic  life. 
The  domestic  questions  which  engaged  the  attention 
of  the  last  Congress  are  more  vital  to  the  Nation  in 
this,  its  time  of  test,  than  at  any  other  time.  We 
cannot  adequately  make  ready  for  any  trial  of  our 
strength  unless  we  wisely  and  promptly  direct  the 
force  of  our  laws  into  these  all-important  fields  of 
domestic  action.  ” 


Impelled  by  the  spirit  of  this  high  patriotism,  we 
should  go  forward  and  strive  to  solve  the  vital  question 
before  us. 

Lumber  manufacture  ranks  second  among  our  indus¬ 
trial  activities ;  its  product  a  prime  necessity.  The  sur¬ 
vey  made  and  the  constructive  results 
0ur  In_  hoped  for  is  a  new  test  of  the  capacity  of 

stitutions.  our  institutions  to  respond  to  the  urgency 
of  greater  efficiency  in  our  industrial  life. 
Also,  is  this  body  the  character  of  Governmental  agency 
to  achieve  this  end! 

That  the  Commission  has  the  power  to  examine  into 
industrial  conditions  and  make  findings  of  fact  all  agree. 

Ably  assisted  by  the  Department  of  Forestry,  the  Com¬ 
mission  has  made  a  broad  and  searching  investigation  of 
the  industry.  The  facts  are  known;  the  economic  prob¬ 
lems  involved  are  squarely  presented.  Will  the  Commis¬ 
sion  simply  make  public  the  assembled  data  and  thus 
conclude  the  matter;  or  will  some  constructive  program 
be  evolved f  It  is  the  purpose  of  this  brief  to  discuss  the 
situation  from  this  two-fold  aspect. 

Mr.  Teal  in  his  brief  has  made  an  exhaustive  review 
of  the  record  data.  We  propose,  in  this  argument,  to 
discuss  the  relation  of  the  facts  to  the  law  as  we  find  it, 
and  this  with  the  hope  that  much  that  is  now  obscure  and 
uncertain,  touching  the  law ’s  application  to  the  facts,  may 
be  made  clear  and  definite. 


6 


rel  with 
Sherman 
Law. 


At  tlie  outset,  let  it  be  understood  that  we  have  no 
quarrel  with  the  Sherman  Law  in  so  far  as  that  statute 
No  Quar-  seeks  to  curb  a  tendency  towards  monop¬ 

oly.  We  recognize  that  the  principle  em¬ 
bodied  in  the  law  is  essential  to  the  free 
development  of  the  Nation’s  economic  and 
industrial  life.  Monopoly  is  abhorrent  to  the  very  genius 
of  our  political  institutions. 

That  this  thought  finds  response  in  the  record  here  con¬ 
sidered,  attention  is  called  to  the  opening  statement  of 
R.  H.  Downman  at  Chicago : 


“*  *  *  We  earnestly  urge  the  Commission  to 

make  the  fullest  possible  investigation  of  our  trade 
conditions — and  this  for  the  reason  that  we  feel  that 
if  this  body  becomes  thoroughly  conversant  with  the 
industrial  and  economic  situation  as  today  exists  in 
the  lumber  manufacturing  business,  you  will  not  only 
permit  some  plan  for  relief,  but  of  your  own  initi¬ 
ative,  urge  such  a  course. 

“It  is  not  alone  our  own  business  interests  that  are 
being  sacrificed  on  the  altar  of  unlimited  and  uncon¬ 
trolled  production  of  timber  products, 
but  indeed  the  broader  interest  of  the 
public  itself  is  involved.  The  wicked 
and  needless  waste  of  a  prime,  natural 
necessity  would  be  impossible  in  any  other  civilized 
country  in  the  world.  With  us  waste  results  from 
fear  of  law;  in  Europe  waste  is  made  impossible  by 
law. 


R.  H.  Down- 
man,  Chicago 
Hearing. 


“The  suggestions  to  be  made  to  this  honorable 
body  by  these  business  men  will  in  no  way  encroach 
on  the  Anti-Trust  laws  of  our  Nation.  It  is  not  our 
purpose  to  urge  a  course  of  action  that  runs  counter 
to  the  fine  spirit  of  justice  that  illuminates  the  inter¬ 
pretation  of  our  courts  of  these  laws.  The  ‘Rtde  of 
Reason’  is  the  very  essence  of  the  thought  we  seek 
to  present.  At  the  base  of  all  law  is  to  be  found 
the  purpose  of  conserving  public  welfare.  This  is 
the  ultimate  view  of  our  courts  in  analyzing  the  pur¬ 
pose  of  our  Anti-Trust  laws.  We  as  business  men, 
although  wishing  to  benefit  our  own  interests,  seek 
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by  the  suggestions  to  be  made,  to  this  Commission, 
to  so  order  our  affairs  that  self-interest  will  not 
obscure  public  welfare.” 


and 

Monopoly 


In  the  same  degree,  however,  as  monopoly  and  unrea¬ 
sonable  trade  restraint  tend  to  dwarf  and  cripple  free  ini- 
Unreguiated  tiative,  so  does  unrestrained  competition 
competition  put  its  blight  on  industrial  progress.  Public 
interest  is  equally  involved.  The  truth  is 
that  regulated  monopoly  would,  in  the  long 
run,  work  less  injury  to  the  public,  and  this  from  either 
an  economic  or  political  viewpoint,  than  unregulated  com¬ 
petition — for,  in  the  end,  greed,  backed  by  power,  will 
have  its  way  and  the  most  oppressive  form  of  trade 
oppression  develop. 

Mr.  Allen  R.  Foote,  President  National  Tax  Associa¬ 
tion,  Columbus,  Ohio,  says : 


#1“As  a  concluding  statement,  it  is  affirmed  that 
Alien  h  Foote  destructive  competition — competition 
that  destroys  ability  to  earn  a  profit 
is  the  most  powerful  restraint  that  can  be  placed 
upon  trade.  It  kills  trade.” 

*2“The  waste  of  wealth  due  to  unrestrained  com¬ 
petition  would,  if  saved,  go  far  to  en¬ 
rich  the  community  every  year.  And 
this  waste  finally  falls  for  the  most  part  on  the  gen¬ 
eral  body  of  consumers, — the  much  enduring  public.  ’  ’ 

In  Kellogg  v.  Larkin,  56  Am.  Dec.  164  (Wis.),  Judge 
Howe  stated : 


A.  B.  Nettleton. 


“If  it  be  true  that  competition  is  the  life  of  trade, 
it  may  follow  such  premises  that  he  who  relaxes  com¬ 
petition  commits  an  act  injurious  to  trade;  and  not 
only  so,  but  he  commits  an  act  of  overt  treason 
against  the  commonwealth. 

“But  I  apprehend  it  is  not  true  that  competition 
is  the  life  of  trade.  On  the  contrary,  that  maxim  is 
one  of  the  least  reliable  of  the  host  that  may  be 


*!  Artiele  on  Competition  in  the  July,  1912,  number  of  the  Annals  of 
the  American  Academy  of  Political  and  Social  Science. 

*2  “Trusts  or  Competition,”  A.  B.  Nettleton. 
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picked  up  in  every  market  place.  It  is  in  fact  the 
shibboleth  of  mere  gambling  speculation,  and  is 
hardly  entitled  to  take  rank  as  an  axiom  in  the  juris¬ 
prudence  of  this  country.  I  believe  universal  ob¬ 
servation  will  attest  that  for  the  last  quarter  of  a 
century  competition  in  trade  has  caused  more  indi¬ 
vidual  distress,  if  not  more  public  injury,  than  the 
want  of  competition.  Indeed,  by  reducing  prices 
below  or  raising  them  above  values  (as  the  nature 
of  the  case  prompted),  competition  lias  done  more 
to  monopolize  trade,  or  to  secure  exclusive  advan¬ 
tages  in  it,  than  lias  been  done  by  contract.  ’  ’ 


In  Palmer  v.  Stebbins,  3  Pickering,  188,  Justice  Wilde 
stated : 


“Whether  competition  in  trade  be  useful  to  the 
public  or  otherwise,  will  depend  on  circumstances. 
I  am  rather  inclined  to  believe,  that  in  this  country 
at  least,  more  evil  than  good  is  to  be  apprehended 
from  encouraging  competition  among  rival  trades¬ 
men  or  men  engaged  in  commercial  concerns.  There 
is  a  tendency,  I  think,  to  overdo  trade.  ’  ’ 


Brandeis,  Untermeyer,  and  Laugblin  appearing  before 
the  Interstate  Commerce  Committee  of  the  Senate  gave 
expressions  of  opinion  touching  the  effect  of  unrestrained 
competition : 

Brandeis  stated: 

*1  “Unrestrained  competition  will 
lead  necessarily  to  monopoly.” 


Brandeis. 


strained  competition  is  legalized 


Untermeyer  puts  it  as  follows : 

Untermeyer.  *x“The  logical  outcome  of  unre- 

monopoly.  ’  ’ 

Laugblin  states: 

Laughlin. 


#1“Witb  free  competition  you  must 
inevitably  expect  to  have  bigness  and 
also  monopoly.” 


Hearings,  Senate  Interstate  Commerce  Committee,  Part  XVI,  p.  1162. 
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Professor  Canfield,  of  Columbia  University,  says  in 
Canfield  an  ar^c^e  on  Competition  in  the  July,  1912, 

number  of  the  Annals  of  the  American 
Academy  of  Political  and  Social  Science,  p.  91 : 


“The  chief  merit  of  competition  in  my  opinion 
lies  in  its  stimulating  effect  upon  human  energy,  with 
the  resultant  expectation  of  trade  and  increase  of 
our  material  wealth,  but  it  cannot  have  this  effect 
when  competition  has  been  carried  to  the  point  of 
destroying  all  possibility  of  profit  for  capital.” 

Theodore  Roosevelt,  in  a  published  statement,  wherein 
he  pointed  out  the  lack  of  national  grasp  touching  indus¬ 
trial  conditions,  among  other  things  stated : 


“We  must  shape  our  policy  so  that  no  man  is 
allowed  with  ruthless  brutality  (and,  as  Lloyd-George 
Eooseveit  has  recently  said,  unlimited  and  ruth¬ 

less  competition  puts  the  greatest 
possible  premium  upon  ruthless  brutality),  to  op¬ 
press  the  general  public  or  his  competitors  or  the 
men  in  his  employ.  But  it  must  be  our  aim  also  not 
merely  to  tolerate  its  activity,  but  to  encourage  it, 
to  encourage  and  aid  him  in  making  a  profit,  so 
long  as  that  profit  is  secured  by  serving  the  general 
public  and  so  long  as  there  is  a  reasonable  division 
of  the  property  among  all  contributing  to  the  pros¬ 
perity.  ’  ’ 

As  the  argument  goes  forward,  we  hope  to  make  mani¬ 
fest  the  suggestion  that  conditions  inhere  in  lumber 
manufacture  that  force  destructive  competition.  The 
man  of  great  financial  strength  may  survice  the  process 
of  forced  elimination  and  likewise  be  in  a  position  to 
salvage  the  wreckage.  The  Sherman  Law 
should  not  be  made  to  father  the  deep 
irony  of  such  a  consummation.  That  un¬ 
restrained,  unregulated  competition  in  this  industry,  if 
allowed  to  run  its  course,  will  approximate  the  result 
suggested  must  be  plain  to  any  one  familiar  with  the 
record  now  before  us.  We  will  urge  the  Commission  to 
aid  us  in  correcting  and  overcoming  this  economic  waste. 


Destructive 

Competition. 
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Wrong 

Methods, 


Although  we  make  no  complaint  as  to  the  basic  purpose 
of  the  Sherman  Law,  we  do  assert  that  the  methods  here¬ 
tofore  employed  in  enforcing  its  provisions 
have  been  unscientific  and  productive  of 
widespread  doubt  and  confusion. 

The  lawyer’s  habit  of  seeking  precedent  as  a  guide  has 
crippled  the  economic  value  of  the  law.  Precedent  is  of 
use  in  a  test  of  legal  principles, — but  the 
Sherman  Law  deals  not  so  much  with  legal 
status  as  with  economic  conditions.  Given 
a  true  and  intimate  understanding  of  the  facts,  the  law’s 
relation  will  not  be  hard  to  find.  If,  in  the  place  of  the 
dictagraph  method,  the  Government,  at  the  outset,  had 
furnished  the  Department  of  Justice  with  investigators 
skilled  in  the  economic  problems  involved  in  the  various 
fields  of  industrial  effort,  confusion  and  uncertainty 
would  have  been  avoided. 

In  the  steel  case  the  Court  stated: 


Legal 

Precedent. 


“  Monopoly  and  unreasonable  restraint  of  trade 
are,  after  all,  not  questions  of  law,  but  questions 
steel  case  of  hard-headed  business  rivalry  and 

whether  there  is  monopoly  of  an  in¬ 
dustry,  whether  trade  is  subjected  to  unreasonable 
restraint,  whether  there  is  unfair  competition,  are 
facts  about  which  business  competitors  best  know 
and  are  best  qualified  to  speak.  And  it  may  be  ac¬ 
cepted  as  a  fact  that  where  no  competitor  complains, 
and  much  more  so,  where  they  unite  in  testifying 
that  the  business  of  the  Steel  Corporation  has  been 
fair,  we  can  rest  assured  there  has  been  neither 
monopoly  nor  restraint.” 

Cooperation  in  certain  industrial  fields  is  essential, 
both  from  the  viewpoint  of  public  welfare,  as  well  as  the 
stability  of  the  industry  itself.  It  was  due 
to  this  basic  fact,  especially  vital  in  the 
rapid  evolution  of  modern  industrial 
affairs,  that  the  “ Buie  of  Reason”  was  interpreted  as 
involved  in  the  Statute.  The  “Rule  of  Reason”  is 


Cooperation 

Essential. 
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grounded  on  the  logic  of  fact.  Each  group  of  facts  must 
be  studied  in  relation  to  the  particular  industry  inquired 
into. 


Judge  Sanborn  in  U.  S.  v.  Trans-Missouri  Freight 
Association  (59  Fed.,  58),  states  the  rule: 

“Contracts  made  for  a  lawful  purpose,  which  were 
not  unreasonably  injurious  to  the  public  welfare, 
and  which  imposed  no  heavier  re¬ 
straint  upon  trade  than  the  interest 
of  the  favored  party  required  had  been 
uniformly  sustained,  notwithstanding 
their  tendency  to  some  extent  to  check  competition. 
The  public  welfare  was  first  considered  and  the  rea¬ 
sonableness  of  the  restriction  determined  under  these 
rules  in  the  light  of  all  the  facts  and  circumstances 
of  each  particular  case.  ’  ’ 


u.  s.  v. 

Trans- Missouri 
Freight  Assn. 


As  we  conceive  the  situation,  one  of  the  functions  of 
this  body  is  to  aid  in  a  scientific,  rational  method  in  the 
due  administration  of  the  Sherman  Law. 
Function  Owing  to  its  quasi-judicial  character,  its 

commission.  organized  efficiency  and  power  to  get  the 
truth,  the  Commission  is  able  to  uncover 
the  facts,  and  thereby  touch  the  vital,  ultimate  factor 
sought  for.  The  facts  well  in  hand,  the  law,  as  a  general 
proposition  applies  itself. 

In  U.  S.  v.  Trans-Missouri  Freight  Assn.,  166  IT.  S., 
290,  355,  Justice  White  said : 


“The  remedy  intended  to  be  accomplished  by  the 
Act  of  Congresss  was  to  shield  against  the  danger 
Justice  °f  contract  or  combination  by  the  few 

WMte  against  the  interests  of  the  many  and 

to  the  detriment  of  freedom.” 


We  will  seek  to  demonstrate  that  the  reforms  we  will 
urge  are  for  the  help  of  all  operators  and  in  aid  of  public 
interest. 
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Lawyers  as  well  as  judges  differ  as  to  tlie  exact  inter¬ 
pretation  to  be  given  to  the  “Rule  of  Reason.”  The 
writer  of  this  brief  holds  the  opinion  that 
public  welfare  and  the  need  of  the  industry 
is  the  touchstone  of  interpretation.  With 
this  principle  as  a  guide,  any  form  of  co¬ 
operation  would  be  permitted,  if  the  indus¬ 
try  was  thereby  served  and  public  interest 
properly  safeguarded. 

In  Phillips  v.  lola  Portland  Cement  Co.,  125  Fed.,  593, 
it  was  held: 

“The  test  of  the  violation  of  the  Anti-Trust  Act 
by  a  contract  or  combination,  is  its  effect  upon  com¬ 
petition  in  commerce  among  the  States.  If  its  nec¬ 
essary  effect  is  to  stifle  or  to  directly  and  substan¬ 
tially  restrict  interstate  commerce,  it  falls  under  the 
ban  of  the  law,  but  if  it  promotes  or  only  incidentally 
or  indirectly  restricts  competition,  while  its  main 
purpose  and  chief  effect  are  to  promote  the  business 
and  increase  the  trade  of  the  makers,  it  is  not  de¬ 
nounced  or  avoided  by  that  law.  ’  ’ 

The  trouble  is  the  courts  as  well  as  lawyers  differ  in 
opinion  as  to  what  constitutes  public  welfare  or  industrial 
need,  as  is  evidenced  by  the  Harvester  Case,  as  distin¬ 
guished  from  the  Steel  Case. 

It  is  not  our  purpose  in  this  part  of  the  discussion  to 
present  the  legal  phases.  In  this  volume  we  will  simply 
undertake  to  get  at  the  facts  and  outline  conditions. 

We  hope  to  make  manifest  the  thought  that  the  indus¬ 
try  suffers  from  lack  of  coordinated  effort.  If  there  be 
doubt  as  to  the  legal  right  of  those  in 
charge  of  the  industry  to  install  needed 
reforms,  a  definite  conclusion  should  be 
reached,  and  this  because  of  the  grave  and 
vital  public  concern  involved.  If  the  Sher¬ 
man  law,  as  it  stands,  presents  a  barrier  to  constructive 
effort  in  the  industry,  then  the  dictates  of  prudence  and 


Doubt  as 
to  Law’s 
Meaning 
Should  he 
Removed. 


Lawyers 

and 

Judges 

Differ 

in 

Opinion. 


common  sense  suggest  some  form  of  remedial  legislation. 

Selfishness  is  not  the  impelling  force  back  of  our  dis¬ 
cussion.  All  the  facts  are  in  the  open.  The  industry 
frankly  admits  a  public  interest,  hence  a  willingness  to 
submit  to  governmental  observation ,  and  if  deemed  expe¬ 
dient,  regulation. 

One  of  the  outstanding  and  illuminating  facts  im¬ 
pressed  on  this  record  is  that  the  men  in  charge  of  the 
industry  recognize  their  obligation  to  the 
obUga  public.  Chairman  Davies  and  Commissioner 

tion.  Parry  will  recall  that  at  a  conference  with 

Mr.  Downman,  President  of  the  National; 
Mr.  Keith,  President  of  the  Southern  Pine;  Mr.  Bloedel, 
President  of  the  West  Coast  Lumbermen’s  Association, 
and  Mr.  Millard,  of  Norfolk,  Virginia,  Mr.  Downman 
made  this  significant  statement : 


Downman. 

a  short  time. 


“The  lumbermen  are  nothing  but 
trustees  in  charge  of  this  property  for 


At  page  14  of  the  Conference  report,  we  find  the  fol¬ 
lowing  : 


‘  ‘  The  Chairman :  Do  you  think  yellow  pine  manu¬ 
facturers  generally  would  recognize  the  principles 
you  are  willing  to  recognize,  that  the  public  interest 
would  justify  public  regulation,  even  to  the  extent 
of  the  price? 

“Mr.  Keith:  I  believe  that  we  all  would.  Those 
with  whom  I  have  come  in  contact  in  discussing  this 
Keith.  matter  are  practically  unanimous  in 

their  conclusion  that  this  is  the  only 
solution  for  the  business.  As  far  as  the  major  force 
of  the  production  is  concerned,  I  think  I  am  safe  in 
making  that  statement.  ’  ’ 


Later  on  in  our  discussion,  further  reference  to  this 
conference  will  be  made.  The  extracts  quoted  are  now 
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Public  and 
Private 
Interest 
Same. 


used  that  at  the  outset  we  have  a  basic  un¬ 
derstanding  of  the  fact  that  the  industry, 
as  a  unit ,  presents  its  status  and  asserts 
that  public  as  well  as  private  interest  re¬ 
quires  that  the  Commission  take  a  definite  position  touch¬ 
ing  the  problems  presented,  and  this  to  the  end  that  the 
industry  may,  once  and  for  all,  understand  its  limitations , 
and  for  the  further  reason  that  the  great  public  interest 
involved  he  comprehended,  and  we  hope,  protected. 

In  the  summer  of  1915,  the  Commission,  continuing  the 
investigation  of  the  lumber  industry  instituted  by  the 
Bureau  of  Corporation  and  acting  in  full 
cooperation  with  the  manufacturers  them¬ 
selves,  made  an  examination  of  all  conditions  in  lumber 
manufacture.  The  immediate  task  is  to  analyze  the 
record  made. 


The  Survey. 


The  manufacturers  on  their  part  contend  that,  due  to 
inherent  conditions  involved  in  stumpage,  manufacture 
, ,  and  distribution  of  the  product,  investment 

The  Problem.  .  .  .  . 1 

is  impaired,  labor  carries  an  unjust  burden, 
and  irreparable  forest  waste  results.  That  these  con¬ 
ditions  could  he  ameliorated,  and  this  without  public 
burden,  by  fuller  cooperation  within  the  industry.  That 
this  cooperation  has  not  been  indulged  is  due  to  fear  on 
the  part  of  the  operators  as  to  the  legal  effect  of  such 
endeavor  and  this  because  of  laclc  of  understanding  on 
the  part  of  the  Government  of  the  facts  involved.  It 
should  be  the  earnest  hope  of  all  in  interest,  the  public 
and  investors,  that  the  Commission,  in  so  far  as  it  can, 
will  clear  the  atmosphere,  and  put  at  rest  misapprehen¬ 
sion  and  doubt. 


Just  a  word  as  to  treatment  of  the  record  facts.  This 
is  not  a  lawsuit  wherein  self-interest  may  develop  par¬ 
tisanship.  It  is  to  the  mutual  concern  of 
the  public,  as  well  as  the  industry,  that  a 
sound  conclusion  he  reached,  and  by  this 
we  mean  an  understanding  of  the  facts  that 


Record 

Treat¬ 

ment. 
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takes  into  account  the  public  as  well  as  private  invest¬ 
ment, — no  other  method  can  have  enduring  value. 

Next  to  food  products,  the  tree  holds  closer  relation 
to  the  actual  vital  needs  of  the  people  than  does  any 

_  m  other  gift  of  the  soil.  The  evolution  of  the 

and  industry  tells  the  story  of  our  civilization 

civiiiza-  and  pr0gTeSs.  Inherently,  the  industry  is 

pioneer  in  character.  In  this  basic  fact  is 
found  an  answer  to  many  unscientific  methods  that  have 
crippled  and  burdened  investment.  This  fact,  coupled 
with  the  wide-flung  area  covered,  and  the  uncontrolled 
conditions  prevailing,  has,  for  considerable  periods,  re¬ 
sulted  in  business  demoralization,  enormous  loss  to  labor, 
and  waste  of  forest  resources. 


PROBLEMS  OF  THE  INDUSTRY. 


In  this  volume  it  is  our  purpose  to  discuss  the  record 
presented  under  the  following  heads: 

A.  The  Tree,  17  to  27,  inclusive. 

B.  The  Tree  and  Its  Relation  to  the  Industry,  27  to 
48,  inclusive,  covering: 

1.  Stnmpage  Value. 

2.  Waste. 

3.  Need  of  Utilization. 

4.  Government  Forest  Policy. 

5.  Importance  of  Industry. 

6.  Need  of  Cooperation. 

C.  Lumber  Manufacture  and  Its  Distinguishing  Char¬ 
acteristics  ;  48  to  85,  inclusive,  covering : 

1.  Spread  of  the  Industry. 

2.  Raw  Material  Supply  Needed  for  Life  of 
Plant. 

3.  Other  Industries  Continuous  in  Operation  and 
Located  Close  to  Markets  of  Demand. 

4.  Industries  Dependent  on  Boards  Continuous. 

5.  All  Mill  Operations  Competitive. 

6.  Comparison  of  Investment  Turn  Over. 

7.  Privately  Owned  Trees  Always  Seek  Conver¬ 
sion  Due  to  Carrying  Charges. 

8.  Government  Reserves  in  Competition. 

9.  Substitutes  and  Their  Influence. 

10.  The  Mill  Operator  Does  Not  Come  in  Contact 
with  Public. 

11.  Taxation,  Its  Burden  and  Influence. 

12.  Natural  Elements  of  Handicap. 

13.  No  Factor  Present  Usually  Active  in  Com¬ 
petitive  Warfare.  Quality,  Service,  Price. 


Further  showing: 

Number  of  Plants. 
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Amount  of  Production. 

Narrow  Margin  of  Realization. 

Comparison  with  and  Similarity  to  Bituminous 
Coal  Operations. 

Number  of  Lumber  Manufacturers  Who  Go  to  the 
Wall  Each  Year. 

D.  The  Data  as  to  Different  Fields  of  Operation,  85 
to  118: 

1.  Wisconsin  and  Michigan. 

2.  Yellow  Pine. 

3.  Carolina. 

4.  California. 

5.  West  Coast. 

E.  Conditions  Arising  Since  Survey  Started,  119  to 

121. 

F.  Comparison  with  Other  Industries,  121  to  124. 

G.  Transportation  and  Its  Influence,  124  to  126. 

H.  Distribution,  126  to  133. 

I.  Cut  Over  Lands,  133. 

J.  Foreign  Trade,  133  to  140. 

K.  Conclusion,  140  to  143. 


THE  TREE. 


The 

Background 


To  visualize  the  lumber  industry  today,  we  may  portray 
a  figure,  sturdy  but  beset  and  bewildered,  seeking  aid  and 
guidance  along  a  dim  path  with  many 
obstacles.  Attention  is  first  engaged  by 
these  obstacles  closest  in  the  foreground: 
Manufacture  and  its  troubled  state.  Immediate  duty  is, 
doubtless,  to  remove  or  warn  against  them.  But  the 
canvas  is  incomplete  without  the  background :  The 
atmosphere  which  demonstrates  both  figure  and  obstacles 
in  their  proper  proportions.  Behind  them  are  heights 
and  shadows  from  which  this  industrial  figure  has 
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emerged.  What  strength  and  what  weakness  have  they 
imparted  to  measure  its  response  to  aid? 

Ahead  can  be  glimpsed  other  obstacles.  Are  they 
greater  or  less  than  those  of  today?  Behind  and  sur¬ 
rounding  all  is  the  greater  background  still  of  American 
industrial  life  as  a  whole. 


False 

Estimates. 


Without  such  a  complete  picture  we  can  hardly  meet 
the  task  immediately  before  us ;  certainly  we  cannot  meet 
it  with  full  intelligence  and  a  comprehensive  plan. 

Seeking  to  find  the  single  greatest  shock  which  has  dis¬ 
turbed  the  tenor  of  the  industry,  arresting  its  blind 
progress  and  sobering  all  of  us  to  see  the 
necessity  of  a  charted  course,  we  would  not 
go  far  wrong  to  select  the  mere  fact  that  we 
have  for  the  first  time  reached  an  inventory  of  our  forest 
resources.  Once  we  considered  them  inexhaustible,  and 
accordingly  made  no  plans.  Then  we  went  to  the  other 
extreme.  Underestimating  their  duration  as  grossly,  we 
adopted  and  connnitted  ourselves,  as  a  nation,  to  a  very 
definite  plan  of  forest  finance,  which  absolutely  depended 
for  success  upon  the  accuracy  of  these  false  estimates. 
Within  the  last  few  years,  aided  largely  by  the  timber 
census  of  the  Bureau  of  Corporations,  we  have  approxi¬ 
mated  a  true  understanding  of  the  facts. 

At  the  same  time  we  have  reached  the  measure  of  our 
national  consumption.  Taken  together,  they  disclose  the 
weakness  of  the  fabric  upon  which  we  have  built  our 
hopes  and  visioned  our  profits. 

For  essentially  the  tree  lies  at  the  back  of  all.  Forest 
industry  is  merely  the  conversion  of  the  all-important  raw 
material  into  forms  useful  to  man.  Let  us 
see  this  as  clearly  as  we  see  that  wheat  is 
the  staff  of  life  and  that  milling  and  baking 
are  the  processes  of  its  conversion.  These  processes  are 
service  and  worthy  of  reward,  be  the  product  boards  or 
bread.  So  are  the  services  of  supplying  these  industries 
with  their  raw  material.  But  it  is  the  raw  material  itself, 


Raw 

Material, 
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its  supply  and  demand  and  its  consequent  value  in  barter 
that  determines  whether  or  not  it  is  something  capable  of 
engaging  and  rewarding  such  service.  As  we  deal  with 
it — store  it  or  waste  it — it  deals  with  us.  If  we  invest  too 
little  in  it,  it  fails  us-;  if  we  invest  too  heavily  in  it,  it  dis¬ 
appoints  us. 


Timber 

Famine. 


When  the  great  northern  pineries  were  filling  with  un¬ 
usual  ease,  a  demand  of  unusual  insistence,  our  national 
conservatism  was  misled.  We  predicted 
an  early  timber  famine,  and  hastened  to 
store  a  supply  against  it.  National  reserves 
were  proclaimed,  which  was  a  good  thing,  but  on  a  com¬ 
paratively  small  scale.  Speculation,  on  a  large  scale, 
became  rife,  which  was  a  bad  thing.  Faced  by  both,  and 
protected  by  neither,  the  operator  joined  the  scramble. 
The  great  bulk  of  our  forests  went  into  private  owner¬ 
ship.  National  policy  put  them  there.  It  seemed  to 
people,  Congress  and  lumbermen,  a  reasonably  proper 
private  function  to  bank  and  protect  this  raw  material 
soon  to  be  used. 


The  fallacy  appeared  the  moment  our  inventory  of  this 
raw  material  and  the  rate  of  our  consumption  proved 
that  the  project  is  one  of  many  decades  in- 
k»ad  °Ver  stead  of  a  very  few.  Then  came  the 

shadow  of  this  overload  upon  the  industry, 
— an  over-investment,  considering  the  compounding  of 
carrying  costs  for  so  long  a  period  in  its  raw  material. 
By  coincidence,  other  troubles  came  simultaneously,  a 
market  glut  of  over-produced  boards  and  the  rising  men¬ 
ace  of  the  substitute ;  troubles  oppressing  even  those  who 
did  not  yet  sense  the  shadow  mentioned.  To  some  of  us 
they  are  the  obstacles  in  the  foreground  quite  sufficient  to 
engage  all  our  immediate  attention.  But  we  should  be 
blind  not  to  see  that  they  can  never  again  be  regarded  as 
the  only  ones.  This  is  one  industry,  wherever  and  what¬ 
ever  our  place  in  its  ranks.  The  forest  dominates  our 
service  and  its  exigencies  will  be  inexorable. 
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The  Trip 
Valve. 


It  has  not  remained  to  us  to  outline  these  truths.  They 
have  been  more  fully  and  better  presented  by  the  forest 
owners  themselves  and  doubtless  will  be 
by  the  Forest  Service.  We  have  repeated 
them  partly  to  show  that  we  deeply  recog¬ 
nize  their  significance  and  also  to  emphasize  as  deeply 
their  relation  to  a  phase  which  we  are  to  discuss  later. 
Whatever  may  be  urged  for  or  against  any  methods  sug¬ 
gested  for  aiding  forest  industry,  there  can  be  no  danger 
of  aiding  it  to  a  point  of  strength  perilous  to  public 
interest.  With  this  vast  over-storage  of  raw  material  in 
private  hands,  already,  as  its  owners  have  so  convincingly 
proven,  a  burden  seeking  relief  through  manufacture  at 
any  price  and  with  the  competition  of  substitutes  fright¬ 
ening  them  for  obvious  reasons,  even  more  than  it  does 
the  lumber  manufacturer  of  today,  no  artificial  device 
can  maintain  lumber  at  excessive  prices.  Every  advance 
of  price  above  a  bare  reward  for  service  would  mean  a 
new  mill  built  with  which  to  unload.  Over-investment  in 
forest  material  acts  like  a  trip  valve  to  discharge  the 
product.  It  is  already  doing  so ;  it  cannot  fail  always  to 
do  so. 

In  the  “Pacific  Coast  Timber  Bulletin”  of  April  1, 
1916,  the  “overload”  phase  of  our  problem  is  well  and 
briefly  stated : 


“Over-investment  of  borrowed  or  working  capi¬ 
tal,  the  blight  of  unrestrained  competition,  narrow 
vision,  adherence  to  old  customs  under  new  condi¬ 
tions  and  absence  of  salutary  cooperation  have 
brought  distress  to  men  whose  yard-stick  was  too 
short  to  measure  the  commodity  in  which  they  in¬ 
vested  or  the  requirements  of  the  industry  in  which 
they  engaged,  tinder  the  stimulus  of  popular  im¬ 
pulse,  and  without  knowledge  or  regard  for  funda¬ 
mental  factors  men  inadvisedly  laid  their  dollars 
against  the  turn  of  values  in  trees — and  some  were 
ill-advised  or  over-zealous.  The  lure  of  sudden 
wealth  swept  prudence  aside  in  timber  as  in  town  lots 
and  city  sky-scrapers,  oil  and  mines,  orchards  and 
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alfalfa  and  innumerable  other  resources  and  com¬ 
modities.  Some  investors  plunged  heedlessly,  point¬ 
ing  to  precedents  for  assurance ;  nearly  all  manufac¬ 
turers  made  volume  of  production  their  only  goal, 
scorning  scientific  management,  efficient  distribution, 
and  the  laws  of  economics.  The  span  was  longer 
than  their  stride.  ’  ’ 


Committee 

on 

Public  Lands. 


By  a  most  fortuitous  circumstance,  a  situation  is  now 
pressing  for  congressional  attention  that  precipitates  con¬ 
sideration  of  the  basic  problems  here  but  suggested. 

There  is  now  pending  before  the  Committee  on  Public 
Lands  a  bill  (S.  30)  involving  disposition  of  certain  forest 
lands  recovered  by  the  Government,  and 
which  had  heretofore  been  granted  for 
railroad  construction,  from  the  Pacific 
Railroad  in  California  to  Portland,  Oregon. 
The  area  comprehends  2,300,000  acres,  and  in  the  main 
heavily  timbered.  In  money  value  it  is  estimated  that 
from  $22,000,000  to  $75,000,000  is  in  issue.  The  vital 
point  of  consideration  is  public  policy.  The  Committee 
asked  the  opinion  of  the  Secretary  of  Agriculture,  Mr. 
Houston.  In  a  letter  to  Senator  Myers,  Chairman  of  the 
Committee,  Secretary  Houston,  in  a  clear  and  earnest 
statement,  canvassed  the  forest  problem  from  the  view¬ 
point  of  conservation,  private  investment,  public  interest 
and  community  welfare.  His  reasoning  is  so  clear  and 
searching  that  every  phase  of  the  tree’s  relation  to  the 
industry  is  brought  out  in  bas-relief.  We  feel  that  the 
document  is  of  such  classic  value  to  the  discussion  that  we 
are  justified  in  quoting  part  of  it  in  extenso  : 


“In  order  to  understand  the  problems  which  are 
raised  by  the  prospective  distribution  of  these  lands, 
a  clear  understanding  of  the  present  economic  situ¬ 
ation  in  the  Northwest  is  absolutely  necessary. 

“It  is  my  opinion  that  any  plan  for  the  disposal  of 
these  lands  which  fails  to  take  into  consideration 
present  economic  conditions  in  Oregon  and  the  effect 
their  disposal  will  have  upon  the  industrial  welfare 
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of  tlie  state,  present  and  prospective,  is  to  that  extent 
faulty  and  inadequate. 

“Although  out  of  its  regular  place  in  the  bill  as 
introduced  by  Senator  Chamberlain,  I  wish  first  to 
present  for  the  consideration  of  your  committee  a 
number  of  facts  bearing  on  section  4.  In  the  opinion 
of  this  department,  this  section  presents  the  para¬ 
mount  issue  in  the  bill.  Unquestionably  the  over¬ 
whelming  value  involved  in  the  grant  is  the  value  of 
the  present  crop  of  standing  timber,  and  the  plan 
adopted  for  the  disposal  of  this  property,  will,  to  a 
great  measure,  make  or  mar  the  present  and  pros¬ 
pective  substantia]  prosperity  of  Oregon,  and,  in  a 
broad  sense,  the  entire  Northwest.  For  the  past  two 
years  the  Forest  Service  of  this  department  lias  been 
making  an  exhaustive  investigation  of 
Houston7  the  condition  of  the  lumber  industry. 

This  work  has  been  done  in  coopera¬ 
tion  with  the  Federal  Trade  Commission  and  is 
known  to  be  unusually  thorough  and  accurate  consid¬ 
ering  the  size  of  the  field  covered.  The  work  cover¬ 
ing  Washington  and  Oregon  has  been  completed  and 
the  report  is  now  being  prepared  for  publication. 
The  facts  brought  out  in  this  report  and  the  conclu¬ 
sions  to  which  they  lead  cannot  be  disregarded  in 
considering  what  to  do  with  these  lands. 

‘ 1  The  timber  in  private  ownership  in  Oregon  west 
of  the  Cascade  Mountains  is  estimated,  in  the  pub¬ 
lished  reports  of  the  Bureau  of  Corporations,  at 
348.5  billion  feet.  Privately  owned  timber  in  west¬ 
ern  Washington  totals  270.5  billion  feet.  The  aggre¬ 
gate  in  private  ownership  west  of  the  Cascades  in 
the  two  states  is  thus  619  billion,  aside  from  156 
billion  feet  in  the  national  forests. 


“Although  the  lumber  cut  in  the  Northwest  may 
increase  rapidly,  it  is  apparent  that  the  great  demand 
for  immediate  consumption  will  not  strike  this  region 
until  supplies  of  timber  more  accessible  to  the  great 
centers  of  consumption  are  more  easily  exhausted. 
In  addition,  Western  Oregon  is  placed  in  an  ex¬ 
tremely  unfavorable  market  condition  owing  to  the 
fact  that  her  present  outlet  by  rail  to  the  East  is 
either  north  through  or  past  heavily  timbered  regions 
of  Washington,  or  south  through  the  almost  equally 
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well  timbered  region  of  California.  In  consequence, 
the  production  of  lumber  in  Oregon  for  a  number  of 
years  has  been  practically  at  a  standstill,  and,  while 
the  rate  of  cutting  will  doubtless  be  materially  in¬ 
creased  as  time  goes  on,  it  is  obvious  that  vast  quan¬ 
tities  of  privately  owned  timber  must  be  held  for 
many  decades  before  it  can  be  marketed  as  lumber. 

“All  of  this  timber  has  passed  into  private  owner¬ 
ship  from  the  public  domain  under  the  operation  of 
the  land  laws  and  the  special  grants  to  states,  rail¬ 
roads,  and  other  enterprises.  Its  first  cost  to  the 
private  owner  was  usually  not  more  than  10  cents 
per  1,000  feet,  and  usually  much  less.  Prior  to  1910 
trading  and  speculation  in  this  cheaply  acquired  tim¬ 
ber  were  very  active.  Timber  values  in  other  por¬ 
tions  of  the  country,  the  profits  made  in  manufac¬ 
turing  lumber  up  to  that  time,  and  the  widespread 
belief  that  stumpage  values  in  the  West  must  steadily 
rise,  led  to  very  rapid  enhancement  in  the  prices 
placed  upon  timbered  lands.  In  the  fifteen  years  of 
active  speculation,  trading,  and  blocking  up  of  large 
holdings  which  preceded  1910,  the  initial  cost  of  the 
property  at  the  time  of  acquisition  from  the  Govern¬ 
ment  was  thus  multiplied  from  ten  to  twenty  times. 
“The  capital  invested  in  Oregon  and  Washington 
timber  during  this  period  included  a  great  deal  of 
money  borrowed  at  rates  of  from  G  to  10  per  cent 
interest.  As  the  values  of  the  timber  were  multi¬ 
plied,  the  capitalization  represented  in  the  ownership 
of  this  property  increased  proportionately ;  and  there 
was  a  very  large  increase  in  the  bonds,  notes,  and 
other  forms  of  indebtedness  issued  upon  the  standing 
timber  as  security.  The  interest  on  the  capital  in¬ 
vested  in  the  timber,  together  with  the  taxes  levied 
upon  it  and  the  necessary  cost  of  protection  from 
fire,  constitute  an  annual  carrying  charge  averaging 
probably  7  per  cent  on  the  first  cost.  The  effect  of 
such  a  yearly  carrying  charge,  compounded,  is  to 
double  the  cost  of  the  investment  every  eight  or  ten 
years.  No  matter  liow'  cheaply  timber  may  be  ob¬ 
tained  in  the  first  instance,  it  cannot  be  carried  many 
decades  under  these  conditions  without  acquiring  a 
high  cost ;  and  the  success  of  such  investments  is  neces¬ 
sarily  predicated  upon  a  steady  increase  in  the  market 
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value  of  timber,  as  well  as  a  steady  growth  of  timber 
sufficient  to  at  least  offset  its  steadily  increasing  cost 
due  to  the  carrying  charges. 

“Such  increase  in  the  value  of  timber  took  place, 
broadly  speaking,  up  until  1906.  Since  that  time 
there  has  been  no  increase  in  the  stumpage  value  of 
standing  timber,  and  during  the  past  two  years, 
while  comparatively  few  transfers  of  stumpage  have 
taken  place,  there  has  been  a  distinct  tendency  toward 
a  decline  in  price,  due  to  the  number  of  sales  in  which 
a  sacrifice  was  unavoidable. 

‘  ‘  The  stationary  condition  of  stumpage  values  dur¬ 
ing  the  past  seven  years  is  due  to  a  great  variety  of 
causes,  chief  among  which  probably  is  the  extensive 
development  of  cement  and  other  substitutes  for  lum¬ 
ber  which  has  restricted  the  market  for  lumber.  The 
lumber  industry  has  suffered  during  this  period  from 
a  tendency  toward  overproduction,  resulting  in  actual 
overproduction  at  various  times,  which  has  further 
demoralized  the  lumber  market  and  weakened  confi¬ 
dence  in  future  timber  values.  Lumber  prices  have 
fluctuated  widely,  and  for  considerable  periods  have 
not  represented  living  conditions  for  the  industry. 
Many  of  the  more  far-sighted  lumbermen  of  the 
Northwest  believe  that  while  ultimately  timber  values 
may  be  expected  to  advance  to  a  much  higher  point, 
the  industry  must  go  through  a  long  period  during 
which  increases  in  stumpage  values  will  be  slight  and 
profit  must  be  obtained  almost  altogether- from  im¬ 
proved  methods  of  manufacture  and  merchandising. 
Stationary  or  slightly  advancing  stumpage  prices,  on 
the  one  hand,  and  stumpage  cost  doubling  every 
ten  years  from  the  operation  of  carrying  charges  on 
6  or  7  per  cent  capital,  on  the  other,  have  caused  a 
serious  demoralization  in  the  lumber  industry  on  the 
Northwest  coast.  Many  timber  owners  who  secured 
their  stumpage  at  very  low  prices  ten  years  or  more 
ago  still  have  a  wide  margin  between  the  cost  of  their 
timber  and  its  present  value.  Others  who  bought 
during  the  boom  of  high  speculative  prices  can  fore¬ 
see  only  loss  of  profits,  or  worse,  if  their  timber  must 
be  held  for  any  length  of  time  before  it  can  be  manu¬ 
factured.  Hence  results  an  almost  constant  over¬ 
production  through  timber  owners  seeking  to  liqui- 
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date  their  property  by  the  only  possible  outlet,  that 
of  manufacture. 

“The  mill  capacity  of  the  Northwest  coast  is  easily 
30  per  cent  in  excess  of  the  output.  The  slightest 
upward  movement  of  the  lumber  market  results  in 
some  mills  running  double  shifts  and  the  construc¬ 
tion  of  other  mills  in  order  to  take  advantage  of  the 
opportunity  afforded  to  liquidate  their  timber  hold¬ 
ings.  A  number  of  concerns  have  already  been 
forced  into  bankruptcy  and  others  have  been  saved 
only  through  various  forms  of  reorganization,  bring¬ 
ing  in  additional  capital  or  falling  back  heavily  upon 
the  banks.  The  buying  of  timber  is  at  a  standstill. 
Even  many  original  claimants  can  not  sell  their  hold¬ 
ings  at  very  low  prices.  The  failure  of  a  consider¬ 
able  number  of  mills,  including  a  large  proportion  of 
the  small  mills,  and  the  enforced  curtailment  of  other 
mills  when  the  demoralized  lumber  market  has  made 
it  unavoidable,  has  caused  widespread  distress  to 
labor  and  to  the  communities  and  industries  depend¬ 
ent  upon  lumbering.  This  distress  is  particularly 
acute  in  a  region  like  the  Northwest  coast,  where  lum¬ 
bering  is  the  dominant  industry,  paying  over  60  per 
cent  of  the  labor  payrolls  and  underlying  in  a  very 
direct  way  the  greater  part  of  the  economic  and  in¬ 
dustrial  development  of  the  region. 

“Another  disastrous  result  of  the  situation  is 
the  wasteful  utilization  of  stumpage  forced  upon 
the  manufacturer.  "With  low  market  values  pre¬ 
vailing,  it  becomes  impossible  to  manufacture  and 
market  the  lower  grades  of  lumber.  Hence  inferior 
logs  and  trees  of  inferior  species  are  left  in  the 
woods,  usually  to  be  destroyed  altogether  in  the 
slash  fires  which  follow  logging.  There  is  thus  a 
very  direct  waste  in  the  forest  resources  of  the 
country. 

“The  lesson  from  this  situation  appears  to  be 
plain,  that  timber  can  not  be  held  in  the  enormous 
quantities  existing  in  the  Northwest  by  capital  which 
demands  an  annual  return  of  6  per  cent  or  more. 
Under  the  best  conditions  which  can  be  anticipated, 
the  holding  of  timber  capitalized  at  its  present  value 
can  not  be  expected  to  yield  more  than  2  or  3  per 
cent.  Since  it  is  extremely  unlikely  that  the  indus- 
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trial  and  financial  conditions  of  the  region  will  make 
such  capital  available  by  the  private  investor,  it  ap¬ 
pears  obvious  that  the  holding-  of  such  a  natural 
resource  should  be  a  function  of  the  State  or  Na¬ 
tional  Government.  Certainly  during  the  existence 
of  the  present  demoralized  conditions  of  the  lumber 
industry,  it  would  be  a  very  unwise  public  policy  to 
add  an  enormous  body  of  standing  timber  to  the 
burdens  which  the  industry  is  already  carrying  and 
to  that  extent  increase  the  tendencies  toward  over¬ 
production  and  wasteful  utilization,  with  all  of  the 
economic  and  social  distress  which  follow  in  their 
train. ’  ’ 


The 

Timber 

Stand. 


Here  we  find  a  branch  of  Government  giving  considera¬ 
tion  to  economic  problems  as  they  relate  to  public  interest. 
This  is  indeed  the  broad  and  statesmanlike  position. 
With  grasp  and  intimate  understanding,  Secretary  Hous¬ 
ton  touches  the  heart  of  the  problem.  He  deals  with  a 
specific  situation,  yet  the  logic  of  his  thought  applies  with 
equal  force  to  the  national  forest  problem. 

It  is  disclosed  that  there  are  approximately  three 
trillion  feet  of  standing  timber  in  the  United  States.  The 
ownership  is  two-fold:  Two-fifths  in  the 
possession  of  the  public  and  three-fifths 
privately  held.  Aside  from  the  question 
of  title,  the  forest  area  constitutes  the 
source  of  raw  material  supply.  It  is  true,  private  owner¬ 
ship  seeks  more  immediate  realization,  but,  after  all, 
every  tree  symbolizes  boards. 

From  the  viewpoint  of  forest  economics,  title  is  but 
incidental.  The  tree  itself  should  be  the  base  of  consid¬ 
eration  of  the  problem  presented.  In  the  light  of  this 
discussion,  the  sole  value  of  the  tree  is  its 
conversion  value.  Its  proper  utilization  is 
of  vital  importance  to  the  public  and  this 
because  one  generation  has  no  right  to 
selfishly  squander  a  natural  resource,  a  prime  national 
asset,  which  constitutes  a  need  to  generations  yet  to 
follow. 


Conversion- 
The  Tree’s 
Value. 
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As  suggested,  the  problem  of  the  tree  itself  has  been 
presented  by  Mr.  Allen,  representing  timber  owners,  and 
Mr.  Greeley,  for  the  Department  of  Forestry.  These 
gentlemen  have  developed  the  subject  along  broad  scien¬ 
tific  lines.  The  matter  this  brief  is  most 

our  immedi-  concerned  in,  are  those  factors  that  lie  at 

interest _  •  *  • 

Manufacture.  the  threshold  of  the  industry,  to-wit :  man¬ 
ufacturing  operations.  However,  we  real¬ 
ize  that  no  correct  solution  of  our  immediate  problem 
can  be  arrived  at  without  an  understanding  of  timber 
ownership. 

B 

THE  TREE  AND  ITS  RELATION  TO  THE 
INDUSTRY. 

In  the  eyes  of  the  public,  the  lumber  manufacturer  is 
but  little  more  than  the  owner  of  large  timber  areas. 
The  public  sees  those  it  calls  timber  speculators  and 
purchasers  from  grant-receiving  railroads  cutting  a  raw 
material  in  the  culture  of  which  they  have  expended 
nothing.  In  their  eyes  a  wanton,  wasteful  lumber  trust 
is  the  great  “bogie.” 

The  distant  consumer  understands  not  at  all  that 
investments  in  logging,  manufacturing  and  distributing 
Ten  facilities  are  requisites  of  the  business. 

Twenty  He  does  not  know  that  ten  to  twenty  years  ’ 

Year  supply  of  raw  material  must  be  owned  to 

Supply.  justify  the  investment  in  equipment  to  pro¬ 

duce  even  the  crudest  sawmill  product.  He  does  not 
know  that  the  business  is  fast  becoming  one  demanding 
further  and  more  refined  production,  calling  for  auxil¬ 
iary  plants  and  factories,  increased  equipment  invest¬ 
ments  and  longer  time  raw  material  supplies  to  justify 
operations.  He  does  not  know  that  over  700,000  workers 
are  employed  in  the  industry,  nor  does  he  understand 
its  very  intimate  and  often  complex  relations  to  the 
economic  welfare  of  the  country. 


Service 
of  Manu¬ 
facturer. 


There  is  no  reason  why  the  lumberman  who  conducts 
a  large  business  with  a  large  pay-roll,  often  the  sole 
maintenance  of  the  community,  should  not  be  comparable 
with  any  large  producer  in  any  other 
industry,  yet  an  unjust  prejudice  exists 
against  him.  The  fact  that  his  work  begins 
with  the  purchase  of  lands  and  the  devel¬ 
opment  of  an  enterprise  requiring  large  capital,  instead 
of  with  the  planting  of  seed,  seems  to  stamp  him  as  a 
despoiler  rather  than  a  producer.  As  much,  or  perhaps, 
more  ability,  brains,  courage,  ingenuity  and  capital  are 
required  to  successfully  pursue  the  harvesting,  manu¬ 
facturing  and  distribution  of  the  tree  crop  than  is  called 
for  in  any  of  our  great  industries.  Those  who  achieve 
success  in  other  vocations  are  lauded,  but  the  lumber¬ 
man  seems  to  have  gotten  into  bad  favor.  Many  people 
have  the  erroneous  impression  that  all  he  does  is  to 
corral  raw  material,  destroy  it,  and  collect  the  toll. 


Values. 

As  we  have  stated,  the  tree  is  the  basis  of  the  industry. 
The  lumber  business  is  simply  the  harvesting  of  the 
Method  of  trees,  their  conversion  into  more  or  less 
Determining  finished  products,  and  the  distribution  of 
values.  these  products. 

The  value  of  the  trees  (or  the  stumpage,  as  we  call  it) 
is  simply  the  difference  between  the  cost  of  producing 
these  manufactured  products  and  the  return  realized  by 
the  manufacturer  from  the  sale  of  them. 

Now,  if  our  finished  product  costs  $12  per  thousand 
feet  to  produce  and  we  sell  it  for  $15  per  thousand  feet 
we  realize  $3  per  thousand  feet  for  our  stumpage.  If, 
on  the  other  hand,  our  finished  product  costs  $12  per 
thousand  feet  to  produce,  and  we  sell  it  for  $9.50  per 
thousand  feet,  as  Pacific  Coast  mills  have  done  over 
considerable  periods,  the  operator  suffers  a  direct  loss 
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of  $2.50  per  thousand  feet,  in  addition  to  stmnpage  being 
given  away,  and  the  state  itself  yields  its  resources  with¬ 
out  return. 


Regardless,  however,  of  the  amount  of  return  now 
coming  to  the  producer  for  his  trees  through  operation, 
he  has  nevertheless  a  real  substantial  cash  investment 
in  them.  He  paid  real  cash  for  his  timber  at  various 
prices  per  thousand  feet.  There  are  few  ownerships 
still  resting  with  the  original  owners — the 
Ymted  individuals  who  contributed  to  the  upbuild- 

subsidy.  ing  °f  a  new  country.  This  hardy  pioneer 

class  penetrated  the  forest  many  years  ago 
when  timber  lands  had  no  value.  They  had  the  courage 
and  foresight  to  accept  Uncle  Sam’s  subsidy — an  uncer¬ 
tain  increment  they  hoped  would  accrue.  The  lands 
were  sold  to  them  at  $1.25  to  $2.50  per  acre  and  they 
assumed  risk,  taxation,  and  other  burdens  in  taking 
them  over. 


The  first  owner,  the  pioneer,  sold  out  in  most  cases 
at  good  prices.  He  sold  to  the  investor  who  purchased 
large  areas  for  a  future  operating  supply 
The  second  or  for  investment.  The  second  owner 
owner.  solidified  tracts  to  hold  against  the  day 

when  there  would  be  a  demand  and  conse¬ 
quent  increased  value.  In  many  cases  the  tracts  were 
put  together  to  serve  as  a  supply  for  immediate  manu¬ 
facturing  by  men  who  established  going  operations. 

The  first  owner  collected  his  subsidy  and  the  second 
owner  paid  the  bill.  The  original  squatter  who  filed  upon 
the  claim  sold  out  to  the  second  owner  during  the  period 
from  1906  to  1910,  in  the  West,  for  example,  in  many 
cases  for  $10,000  to  $20,000  for  claims  holding  eight  to 
twenty  million  feet.  Many  a  man  secured  his  start 
through  such  a  sale.  Thousands  of  homes,  farms,  and 
businesses  of  today  were  founded  with  the  proceeds  of 
the  timber  claim  sale  of  the  early  patentees.  As  a  con- 
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The  Timber 
Claim. 


Dispensers  of 
Large  Pay- 
Rolls. 


sequence,  the  volume  of  taxable  property- 
lias  greajty  increased.  Nearly  every  resi¬ 
dent  of  the  West,  at  one  time  or  another, 
owned  one  of  these  timber  claims.  The 
subsidy  offered  by  the  Government  was  intended  to 
develop  the  country,  and  it  has  contributed  immeasurably 
to  that  end;  and  surely  these  pioneers  were  entitled  to 
compensation  for  their  privations,  investments,  and  par¬ 
ticipation  in  the  development  of  their  communities. 

Much  of  the  privately  owned  stumpage  is  to-day  in 
the  hands  of  those  who  paid  this  premium— this  earned 
increment  to  the  pioneer.  Many  of  the  present  day 
ownerships  rest  in  operators  who,  after 
consolidating  sufficiently  large  tracts  to 
warrant  such  investments,  added  millions 
of  dollars  to  the  raw  material  investments 
in  equipment,  and  became  dispensers  of  large  pay  rolls. 
These  operating  owners  are  the  captains  of  industry  in 
the  second  largest  producing  business  in  this  country. 
These  men  have  legitimate  investments  which  should  be 
given  consideration  in  the  determination  of  the  cost  of 
lumber.  These  investments  are  not  excessively  specu¬ 
lative.  They  do  not  represent  inflated,  values.  They 
merely  include  the  subsidy  earned  by  and  paid  to  the 
first  owner,  plus  the  natural,  added  value  coming  to  all 
property  when  the  country  holding  it  emerges  from  a 
wilderness  into  civilization. 

In  some  cases  the  more  recent  purchases  of  stumpage 
have  anticipated  increment,  as  has  been  the  case  in  buy¬ 
ing  and  selling  all  other  hinds  of  property.  The  prices 
so  paid  have  fixed  speculative  values  above  the  average ; 

but,  on  the  other  hand,  some  claims  still 
remain  in  the  hands  of  the  original  pat¬ 
entee  and  their  prices  fix  values  below  the 
average.  Mr.  Ames  told  the  Commission  at  Tacoma  that 
most  of  their  holdings  were  acquired  in  1853  at  $1.25  to 
$2.50  per  acre.  Now,  with  interest  and  taxes,  they  have 


Mr.  Ames’ 
Values. 
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California 

Values. 


cost  $35  to  $50  per  acre,  a  cost  equivalent  to  75c  to  $1 
per  thousand  feet.  Captain  White  stated  that  back  in 
the  sixties  he  could  have  purchased  Illinois  farm  lands 
at  $10  per  acre  which  are  now  selling  for  $300  per  acre. 
This  increase  represents  more  increment  than  has 
accrued  to  timber  lands  of  the  South;  and  it  must  be 
kept  in  mind  that  the  farm  owner  has  received  an  annual 
yield  from  his  soil,  while  the  lumberman’s  one  crop,  the 
product  of  centuries,  has  borne  the  burden  of  increasing 
cumulative  costs  and  awaited  its  harvest. 

In  San  Francisco  the  redwood  owners  gave  illustra¬ 
tions  of  the  cost  of  lands  in  California  acquired  twenty 
to  forty  years  ago  at  $1  to  $5  per  acre, 
which  now  represent,  after  adding  inter- 
-  est,  administration  and  taxes,  from  $21.50 
to  $48  per  acre. 

The  legitimate  stumpage  valuation,  including  legiti¬ 
mate  increment,  and  a  fair  measure  of  profit,  plus  taxa¬ 
tion,  interest,  and  cost  of  administration,  all  brought 
down  to  date,  is  the  valuation  for  which  we  contend  and 
for  which  we  bespeak  careful  regard.  The  Commission 
cannot  consider  the  problems  of  this  industry,  nor 
analyze  costs  and  results,  without  taking  into  account  the 
value  of  stumpage. 

Community  development,  and  contribution  to  it  by 
this  great  industry,  has  transformed  a  wilderness.  In 
some  of  our  greatest  western  cities  homes 
stand  within  the  shadow  of  the  forest,  and 
those  trees,  commonly  regarded  as  primal 
assets,  are  still  taxed  annually  for  the  upbuilding  of 
modern,  urban  communities.  They  are  not  all  remote 
and  in  untrodden  places. 


Value  to 
Community. 


The  Future. 

We  want  to  present  in  such  graphic  form  as  we  may 
a  simple  demonstration  of  the  rate  at  which  stumpage 
cost  increases  and  at  which  lumber  values  must  increase 
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to  meet  the  unavoidable  demands  against  which  it  must 
contend : 

TABLE  OF  COSTS. 


Stumpage  and  Manufacturing  Costs  Over  a  Period  of  20 

Years. 


Column  1 

Column  2 

Column 

1 . 

. $1.62  . 

. $13.17 

2 . 

.  1.7496 . 

.  13.2602 

9 

a  .  .  . . 

.  1.8896 . 

.  13.3615 

4 . 

.  2.0406 . 

.  13.4736 

5 . 

.  2.2038 . 

.  13:5978 

6 . 

.  2.3801 . 

.  13.6961 

7 . 

.  2.5705 . 

.  13.8865 

8 . 

.  2.7761 . 

.  14.0531 

9 . 

.  2.9981  . 

.  14.2361 

10 . 

.  3.2370 . 

.  14.4369 

11 . 

.  3.4969 . 7. 

.  14.6569 

12.  .  .  .  . 

.  3.7766 . 

.  14.8976 

13 . 

.  4.0787 . 

.  14.0827 

14 . 

.  4.4049 . 

.  15.4479 

15 . 

.  4.7572 . 

.  15.7612 

16 . 

.  5.1377 . 

.  16.1027 

17 . 

.  5,5487 . 

.  16.7447 

IS . 

.  5.9925 . 

.  16.8795 

19 . 

.  6.5719 . 

.  17.2809 

20 . 

.  6.9896 . 

.  17.7986 

Column  1  of  this  table  shows  the  years  corresponding 
to  the  figures  in  Column  2. 

Column  2  shows  the  cost  per  thousand  feet,  at  the  end 
of  each  year,  of  timber  bought  at  the  beginning  of  the 
first  year,  for  $1.50  per  thousand  feet,  as  increased  by 
the  addition  of  interest  at  6%  and  taxes  and  fire  pro¬ 
tection  at  the  rate  of  2%  per  annum,  all  compounded 
over  a  period  of  20  years. 

Column  3  shows  the  cost  of  the  finished  product  cut 
from  timber  costing  as  per  column  2,  including  interest 
on  the  net  investment  in  manufacturing  equipment  and 
working  capital,  and  charging  off  depreciation  to  wipe 
out  equipment  at  the  end  of  twenty  years. 

In  this  analysis  it  is  shown  that  in  the  case  of  a  twenty- 
year  operation,  beginning  with  stumpage  at  $1.50  per 
M.,  the  final  cost  is  $6.99;  and  that  the  manufactured 
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product,  costing  $13.17  at  the  end  of  the  first  year,  must 
be  sold  for  $17.79  at  the  end  of  the  twentieth  year  to 
return  all  of  its  actual  cost  plus  6 %  interest. 

This  cost  must  be  met;  and  to  do  it,  in  acknowledged 
fairness,  there  should  be  added  a  reasonable  profit  as 
the  reward  of  labor,  compensation  for  risk,  and  return 
for  capital  employed  in  a  hazardous  undertaking.  Such 
tables  would  differ  in  different  localities,  according  to 
carrying  stumpage  and  operating  costs. 

The  point  made  is  that  the  industry  must  have  con¬ 
stantly  increasing  returns  to  carry  its  heavy  raw  mate¬ 
rial  burden.  It  cannot  do  so  by  increased 
cost  to  consumer,  because  wood  substitutes 
and  the  ever-present  urgency  of  the  trees 
seeking  realization,  stand  as  a  check  against  high  values. 
It  can  and  must  do  so  only  through  increased  efficiency 
in  production,  wider  and  cheaper  distribution,  and  tin* 
saving  of  all  those  valuable  parts  of  trees 
and  elements  of  wood  now  left  to  burn 
and  decay.  These  factors  can  be  evolved 
only  through  coordination  of  brains,  and 
modern,  energized  twentieth-century  business  methods 
by  which  the  singular  phases  surrounding  the  industry 
and  resource  may  be  synchronized  and  brought  into 
effective  harmonious  relations  one  with  another. 


Increasing 

Returns. 


Utilization 
Not  Increased 
Price. 


The  Factor  of  Waste. 

The  waste  of  a  usable  element  in  producing  any  com¬ 
modity  may  shift  the  balance  from  profit  to  loss.  Fuller 
utilization  of  any  raw  material  results  in  cheaper  pro¬ 
duction  and  consequent  lower  prices  for  the  prime  article 
produced.  For  example,  if  the  meat  packing  industry 
were  required  to  pay  current  prices  for  animals  on  foot 
and  sell  only  the  bulk  of  the  carcass,  or  those  parts 
which  are  ready  for  use  without  further  refinement,  the 
cost  to  consumers  would  advance,  competition  would 
decrease,  the  number  of  dealers  would  be  reduced,  rail- 
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Processes 

Similar. 


roads  would  suffer,  farmers  and  stockmen  would  be 
forced  to  discontinue  production,  fertility  of  soil  would 
be  diminished,  and  all  classes  of  people  would  be  injured. 

Industrial  organization  points  to  use  without  waste, 
which  is  practical  conservation.  Its  aspects  in  relation 
to  the  lumber  industry  are  no  less  impor- 
utilization  tant  than  m  the  packing  industry;  while 
its  effect  would  be  even  more  far  reaching 
because  centuries  are  required  for  the  production  of  a 
forest  crop. 

Certain  fixed  costs  must  lodge  against  the  conversion 
of  standing  trees  into  marketable  forms.  From  the 
forest  to  the  tail  of  the  mill,  these  processes 
of  conversion  are  similar  under  all  condi¬ 
tions,  just  as  they  are  in  growing  cattle 
and  delivering  them  to  the  point  of  further  refinement 
and  segregation  according  to  the  value  of  the  parts. 
And  it  is  at  the  tail  of  the  mill  that  the  prime  factor  of 
waste  or  conservation  is  developed.  It  is  there  that 
grades  and  consequent  relative  values  are  determined. 

In  the  average  forest,  the  percentage  of  low-grade 
exceeds  the  percentage  of  upper-grade  lumber.  The  rise 
and  fall  of  prices  over  a  period  of  years 
is  relatively  the  same  in  all  grades ;  hence, 
the  low  grade  product,  bearing  an  equal 
production  cost  at  the  tail  of  the  mill  and  commonly 
sold  at  a  figure  far  below  actual  cost,  bears  such  a  share 
of  the  loss,  due  to  falling  prices,  that  its  production 
immediately  involves  an  exceedingly  heavy  loss  to  the 
producer. 

The  immediate  effect  then,  of  lumber  prices  which 
make  the  production  of  any  grade  unprofitable,  is  en¬ 
forced  limitation  of  the  supply  of  unprofitable  grades; 
and  the  shutting  off  of  this  supply  is  accomplished  by 
leaving  the  woods,  and  at  the  earliest  phase  of  the 
application  of  labor,  such  material  as  will  not  contribute 
to  the  maintenance  of  the  operation. 


Low  Grade 
Lumber. 


Co-operation 
of  Labor 
and  Capital. 


The  successful  conduct  of  any  stable  industry  requires 
that  all  labor  and  capital  shall  contribute  to  its  success. 

Otherwise,  the  consumer  of  certain  prod¬ 
ucts  must  be  penalized  by  paying  excessive 
prices  for  certain  commodities  while  other 
consumers  enjoy  other  commodities  at 
prices  below  the  cost  of  production. 

In  the  case  of  easily  supplied  raw  materials  such  losses 
may  not  be  serious  in  their  effect  on  the  public  at  large, 
but  in  the  case  of  slow-grotving  timber,  the  loss  is  per¬ 
manent  and  indefensible  from  the  standpoint  of  public 
weal. 


It  has  been  calculated  by  competent  authorities  that 
only  35%  of  the  actual  cubic  contents  of  the  tree  is 
Wagte  applied  to  use.  The  remaining  65%  is  lost 

in  the  stump,  in  sawdust,  slabs,  trimmings, 
broken  timber  and  low  grade  logs  left  in  the  woods.  This 
waste  is  comparable  to  the  by-product  elements  now 
saved  from  the  carcass  of  the  steer ;  and  like  those  values, 
they  must  be  saved  when  the  lumber  industry  shall  have 
coordinated  all  of  its  possibilities. 

With  every  decline  of  lumber  prices  to  an  average  figure 
below  cost  of  production  the  volume  of  waste  increases. 
The  manufacturer  is  compelled  to  increase  output  and 
he  cannot  afford  to  expend  the  labor  necessary  to  save 
the  low  priced  material.  There  are  products  obtainable 
from  the  log  which  are  salable  in  times  of  fair  average 
prices,  which  must  go  to  the  burner  in  bad  times.  In 
districts  where  logs  are  sold  in  open  market,  log  grades 
are  raised  in  bad  times  and  the  logger  leaves  quantities 
of  timber  in  the  woods  that  otherwise  would  be  applied 
to  useful  purposes. 

A  15%  overrun  of  mill  tally  over  log  scale  is  expected 
by  every  operator  of  a  band  mill  when  cutting  for  a 
normal  market.  Under  adverse  conditions  the  mill  tally 
may  barely  equal  the  log  scale,  by  reason  of  the  cull 
lumber  going  to  the  burner.  In  the  region  of  our  great- 
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est  remaining  timber  supply,  mills  tliat  buy  logs  cut 
better  logs  in  bad  times  than  in  good  times.  The  loss 
is  sustained  in  the  woods  owing  to  the  inability  of  the 
loggers  to  sell  all  of  the  logs  in  the  trees  at  prices  which 
return  cost.  Rough  top  logs  and  defective  logs  left  in 
the  woods  may  equal  10%  of  the  total  volume.  If  the 
mill  owner  is  cutting  his  own  timber  in  bad  times,  such 
logs  are  taken  in,  but  practically  the  same  loss  develops 
in  the  mill;  for  about  7%  goes  to  the  burner  after  the 
cost  of  hauling  and  sawing  is  added. 


Timber 

Breakage 


A  careful  study  of  timber  breakage,  as  made  by  an 
efficiency  engineer  in  western  camps,  showed  that  in 
extreme  cases,  under  bad  market  condi¬ 
tions,  the  amount  was  35%  of  the  total  log 
scale.  The  average  was  15%.  It  was 
further  determined  that  75%  of  this  loss  could  be  avoided 
through  careful  management,  and  such  log  prices  as  would 
warrant  the  additional  labor  expense  required  in  felling 
trees  with  the  least  possible  loss. 

The  factor  of  breakage  is  not  important  in  yellow 
pine  timber,  but  when  values  are  down,  the  number  of 
top  logs  and  poor  types  of  trees  left  in  the  woods 
increases. 

The  record  facts  vary  slightly  as  to  the  cubic  contents 
of  the  tree  commonly  applied  to  use.  Mr.  Keith  gives 
30%,  whereas  Mr.  Langille  gives  35%. 

Keeping  in  mind  the  public’s  vital  interest  in  the  per¬ 
petuation  of  such  an  indispensable  resource,  such  waste¬ 
ful  efforts  toward  utilization  are  a  crime  against  present 
and  future  generations. 

A  just  commentary  can  be  made  on  the  lack  of  intelli¬ 
gence  in  the  administration  of  our  laws,  as  they  apply 
to  great  natural  resources,  so  vital  and 
Waste  necessary  to  public  want.  In  any  other 

Cauacd  country  than  the  United  States  men  work- 

of  Law.  ing  in  the  woods  are  prohibited  from  wast¬ 

ing  this  natural  resource.  It  is  only  in 
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Loss  to 
Labor. 


our  great  democracy  that  waste  continues,  and  this,  in 
a  measure,  as  a  result  of  the  FEAR  of  law. 

Disregarding  the  factor  of  breakage,  and  having  regard 
for  a  manufacturing  loss  of  7%  alone,  the  result  of  con¬ 
tinued  bad  times  in  the  industry  would  be  a  waste  of 
7%  of  the  nation’s  total  stand  of  2,800,000,000,000  feet. 

or  190,000,000,000  feet.  That  amount  is 
equal  to  more  than  one-lialf  of  all  the  great 
spread  of  forests  in  Washington,  the  great¬ 
est  lumber  producing  state  in  the  Union.  The  loss  to 
labor,  reckoned  only  from  the  tail  of  the  mill,  would 
amount  to  $588,000,000.  Surely  this  is  a  matter  that  con¬ 
cerns  us  as  a  people  and  as  custodians  of  the  forest 
wealth  of  America. 

Professor  Van  Hise,  speaking  of  lumber  waste,  says: 

“With  unrestricted  competition  the  timber  is  cut 
and  only  the  choicest  parts  of  the  logs  are  marketed, 
Prof  van  Hise  *  the  remainder  being  left  in  the  woods. 

If  cooperation  were  possible,  it  would 
be  practicable  to  have  conservative  timber  cutting, 
the  additional  expense  of  saving  the  wasted  material 
slightly  adding  to  the  price.  Mr.  D.  E.  Skinner  illus¬ 
trates  the  situation  regarding  timber  in  the  western 
part  of  the  United  States.  Since  under  the  Sherman 
Act  cooperation  is  not  possible,  the  weaker  operators 
are  bound  to  make  sales,  and  they  will  at  such  prices 
as  they  can  get.  For  the  lower  parts  of  the  trees 
the  average  sale  price  is  $15  per  thousand  feet  board 
measure,  and  for  the  upper  part  $7  per  thousand 
feet.  In  California  it  costs  in  round  numbers  $5  a 
thousand  feet  for  logging  and  $5  for  milling.  Under 
these  circumstances  it  naturally  follows  that  the  tops 
of  the  trees  and  the  small  down  timber  which  will 
not  produce  lumber  selling  at  about  $10  a  thousand 
are  left  to  rot  in  the  forest;  and  this  leaves  on  the 
ground  from  20  to  30  per  cent  of  the  material  which 
should  have  been  taken  off.  The  only  possible  rem¬ 
edy  for  the  above  situation  is  to  allow  cooperation 
so  that  a  price  may  be  secured  which  will  permit  the 

*  “Concentration  and  Control,  a  Solution  of  the  Trust  Problem  in  tbe 
United  States,”  C.  E.  Van  Hise,  pp.  95-96. 
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Element  of 
Fire 

Protection. 


utilization  of  the  upper  parts  of  the  trees.  For  our 
wild  orgy  of  competition  in  the  lumber  industry,  suc¬ 
ceeding  generations  will  pay  heavily.” 

The  spirit  of  conservation  inculcated  in  our  homes  and 
schools  and  exemplified  in  the  energetic  forest  protective 
efforts  of  Government  and  private,  agencies  is  nullified 
by  an  economic  condition  which  impels 
lumbermen  to  leave  in  the  woods  or  burn 
at  the  mill,  greater  quantities  of  wood 
than  we  conserve  in  the  tree,  through  the 
expenditure,  annually,  of  hundreds  of  thousands  of  dol¬ 
lars  for  fire  protection.  And  the  economic  waste  in¬ 
creases  as  this  expenditure  continues. 

To  avoid  waste,  by-product  plants  should  be  developed 
to  save  the  values  contained  in  the  65%  of  the  actual 
contents  of  trees  which  is  commonly  lost  in  ordinary 
operations.  The  business  of  manufacturing  lumber  and 
by-products  should  be  so  constituted  that  no  product  of 
a  tree  ivould  be  sold  as  lumber  ivhen  the 
cost  should  price  of  lumber  is  beloiv  the  cost  of  its 

and  Price.  production.  There  is  value  in  the  waste 

of  to-day ;  it  should  be  recovered  and  made 
to  serve  the  uses  of  mankind.  The  7%  left  in  the  woods 
or  burned  at  the  mill  in  bad  times,  besides  much  of  the 
15%  of  the  heavy  timber  lost  through  breakage,  must 
lie  saved  if  the  industry  is  to  meet  the  constantly  increas¬ 
ing  cost  of  its  timber  supply. 

At  the  risk  of  duplicating  suggestion,  we  submit : 

(1)  Only  about  35%  of  the  total  volume  of  timber 
standing  in  the  forest  is  used  by  the  ultimate  consumer. 

(2)  Out  of  a  total  lumber  cut  for  the  United  States  of 
approximately  forty  billion  feet  b.  m.,  the  present  waste 
in  logging,  milling  and  re-working  operations  approxi¬ 
mates  sixty -two  million  cords  of  100  cubic  feet  of  solid 
wood  each. 

(3)  This  waste  is  caused  by  economic  conditions  over 
which  the  lumbermen,  as  separate  units,  have  no  control. 
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(4)  A  great  variety  of  saleable  primary  products  can 
be  made  from  wood  other  than  wood  products,  such  as 
wood  and  grain  alcohol,  acetate  of  lime,  charcoal,  pulp 
and  paper,  turpentine,  rosin,  tannic  acid,  dyes,  creosote, 
flotation  oils,  etc.  These  in  turn  can  be  manufactured 
into  a  great  variety  of  secondary  products,  such  as  for¬ 
maldehyde,  smokeless  powder,  twine,  artificial  silks, 
camphor,  etc. 

(5)  The  extent  to  which  it  is  possible  to  use  present 
sawmill  waste  is  shown  in  the  following  table: 


iste  ix  Cords  Per  Annum. 

Waste  Which 
Could  Be 

Waste  Occurring  and  Waste  Now  Used  at 

Industry 

Known  to  Be  Suitable 

Used 

Present 

Distillation 

Hardwood,  1914 

Beech,  birch,  maple 
woods  and  mill 
waste  1,778,372 

510,117 

1,240,151 

Pulp,  1914 

1,609,718  cords;  slab- 
wood  only  of  spe¬ 
cies  used  excluding 
vellow  pine 

338,000 

1,118,000 

Tanbark  (Oak*) 

1,147,000  from  saw 
logs 

263,000 

263,000 

1909  (Hemlock) 

810,000  from  saw 
logs 

700,000 

700,000 

Distillation 
Softwood,  1911 

Southern  yellow  pine 
stumps  and  light- 
wood 

81,202 

162,404 

Softwood 

Extraction 

Southern  yellow  pine 
stumps  and  light- 
wood 

125,000 

125,000 

Gas,  1914 

(producer  only) 

10,000,000  cords  of  25,000 

sawmill  waste  alone  (estimated) 

28,200 

Dyewoods,  1914 

Over  12,500  ( 25, OOONone  except 

tons)  osage  orange  experiment¬ 
ally 

None 

Ethvl  alcohol, 
1914 

10,000,000  cords  saw¬ 
mill  waste  alone 

15,000 

15,000 

Miscellaneous** 

20,000 

20,000 

Total 

2,077,319 

6.671,755 

*  All  species. 

**  Including  needle  and  leaf  oils,  wood  oils  and  extracts,  potash  from 
ashes,  city  gas  from  wood. 
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(6)  There  are  many  lines  along  which  it  appears  pos¬ 
sible  to  utilize  wood  waste  profitably  at  present  not 
generally  recognized.  For  example,  a  concern  in  New 
England  is  now  manufacturing  over  half  a  million  dollars’ 
worth  of  yellow  dye  per  year  from  the  waste  of  the 
Osage  orange  tree,  which  only  six  months  ago  was  not 
being  used  by  them  at  all. 

Paper  twine  can  be  made  exclusively  from  wood,  and 
if  it  replaced  the  present  rough  twine,  .which  it  has  a 
good  opportunity  of  doing,  it  would  furnish  an  outlay 
of  $40,000,000  for  capital,  employ  hundreds  of  hands, 
and  keep  over  thirty  paper  mills  running  day  and  night 
throughout  the  year. 

Many  bakelite  products  unknown  a  few  years  ago  are 
now  being  manufactured  in  enormous  quantities,  and 
several  of  them  contain  60%  of  materials  taken  directly 
from  our  forests. 


(7)  To  make  practical  much  of  the  utilization  sug¬ 
gested  requires  large  amounts  of  raw  material  in  one 
place  and  long  time  operation. 

Over  three  times  as  much  wood  waste  can  be  profitably 
utilized  as  is  now  being  used. 

Because  of  weak  individual  effort,  limited  means  and 
narrow  vision,  we  have  wrought  needless  destruction. 

On  the  pine  lands  of  the  South,  timber  has 
By^roduct^  been  destroyed  that  the  free  products,  tar, 
resin,  turpentine,  might  be  obtained ;  while 
elsewhere  these  commodities,  left  in  the  waste  of  the 
lumbermen,  have  been  burned  in  unmeasured  quantities. 
One  destroys  that  which  is  sought  by  the  other.  There 
is  lack  of  the  degree  of  cooperation  required  to  save  all 
that  Nature  has  given  in  our  trees. 


Only  through  cooperation  of  many  units  can  we  hope 
to  utilize  that  which  we  otherwise  throw  away. 

The  goal  at  which  we  aim  is  to  so  order  the  industry 
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the  Investi¬ 
gation. 


that  there  be  saved  to  the  social  body,  as  well  as  to  invest¬ 
ment,  those  elements  of  wealth  now  lost.  To  achieve  this 
result  individual  effort  is  of  no  avail.  Intelligent  coop¬ 
erative  efficiency  is  essential. 

Out  of  the  broad  and  searching  examination  that  this 
Commission  has  made,  there  will  surely  come  a  better 
understanding  of  the  elements  involved  by 
the  public  at  large ;  a  wiser  and  more  scien¬ 
tific  attitude  on  the  part  of  the  Govern¬ 
ment;  and  of  equal  importance,  a  quick¬ 
ening  of  the  spirit  of  obligation  that  the  industry  oives 
to  itself  and  the  public.  A  right  mental  attitude  on  the 
part  of  the  public,  Government,  and  industry  will  spell 
conservation,  efficiency  and  service.  Crooked  trails  will 
be  made  straight  if  we  but  bring  to  the  task  the  right 
heart-purpose.  As  has  been  stated,  a  sign  of  great  prom¬ 
ise  is  found  in  the  mental  attitude  of  the  leaders  in  the 
industry.  A  sense  of  public  obligation  is  being  made 
manifest.  We  can  not  fail  in  our  quest,  guided  by  this 
light  of  understanding. 

Let  not  the  thought  obtrude  itself  that  the  Government 
can  not  take  a  different  attitude  toward  lumber  manu¬ 
facture  than  it  should  assume  to  any  other  industry. 
We  do  not  urge  such  favor.  We  assert,  however,  that 
when  the  facts  involved  in  the  industry — from  the  tree 
to  the  board — are  rightly  understood,  it  will  be  found 
that  by  reason  of  the  public  interest  at  stake,  and  the 
peculiar  and  economic  industrial  conditions  that  inhere, 
this  industry  is  in  a  class  by  itself.  If  its 
problems  are  to  be  solved,  the  industry 
must  be  studied  with  this  understanding. 
The  yardstick  of  precedent  that  might 
apply  with  equal  force  in  considering  cooperative  en¬ 
deavor  as  to  the  making  of  shoes,  weaving  cloth,  or  pre¬ 
paring  meats  for  consumption,  will  not  meet  the  need 
here.  The  basic  law  involved  is  the  same,  but  its  prin- 
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ciples  must  be  administered  in  an  entirely  dissimilar 
economic  environment. 

The  limits  of  cooperative  endeavor  permitted  by  the 
law  in  most  fields  of  activity  might  be  utterly  inadequate 
in  this  field;  and  this  always  with  the  thought  in  mind 
of  public  concern  as  well  as  industrial  need. 

It  might  be  well  right  here  to  suggest  a  thought  that 
farther  on  will  be  fully  discussed :  Are  not  the  elements : 
industrial  need  and  public  concern,  identical ?  Certain 
of  the  decisions  seem  to  indicate  a  distinction.  It  is 
inconconceivable  that  an  industry  coidd  suffer,  without 
thereby  crippling  legitimate  public  interest.  A  stable 
condition,  returning  an  honest  profit  to  investment,  must 
be  in  harmony  with  public  ivelfare. 

Up  to  this  point  we  have  sought  to  develop  the  subject 
of  the  tree  itself  and  its  relation  to  the  problem  as  a 
whole.  No  attempt  has  been  made  to  cover  this  all- 
important  phase  in  a  technical  or  scientific  way;  those 
better  qualified  will  do  this.  Our  purpose  has  been  to 
make  suggestions  of  the  economic  factor,  to  the  end  that 
when  we  undertake  discussion  of  cooperative  effort  in 
lumber  manufacture  and  the  legal  principles  therein 
involved,  we  may  have  this  element  in 
of^Honest  mind.  It  is  our  understanding  of  the  law, 

Co-operation.  that  associated  effort  is  within  its  legal 
right  so  long  as  purpose  and  method  are 
in  harmony  with  two  basic  points:  First,  legitimate 
effort  to  overcome  industrial  handicap,  an  honest  desire 
to  evolve  efficiency  and  economy.  Second,  due  regard 
for  public-  interest.  Having  fairly  in  mind  these  ele¬ 
ments,  coordinated  effort  may  take  such  form  as  the 
need  of  the  industry  may  require.  It  is  not  the  cloak, 
but  rather  that  which  it  conceals,  that  interests  the  law. 
As  stated  by  the  Chief  Justice  in  the  Tobacco  case : 


“Coming  then  to  apply  to  the  case  before  us  the 
act  as  interpreted  in  the  Standard  Oil  and  previous 
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cases,  all  the  difficulties  suggested  by  the  mere  form 
in  which  the  assailed  transactions  are  clothed  become 
of  no  moment.” 

Forest  Policy. 


Government 

Competition. 


In  this  stumpage  discussion  we  have  not  attempted  to 
cover  the  policy  of  the  Forestry  Department  in  reference 
thereto.  This  angle  of  the  tree  problem  will  receive  care¬ 
ful  and  intelligent  treatment  by  Mr.  Graves  and  his 
assistants.  In  this  connection,  however,  permit  just  a 
word :  The  subject  of  making  timber  sales 
by  the  Government  is  an  open  question. 
We  realize  that  a  condition  rather  than  a 
theory  has  confronted  the  Chief  Forester.  Doubtless 
there  exists,  and  will  continue  to  exist,  conditions  wherein 
sales  of  reserve  timber  in  aid  of  local  need  are  not  only 
expedient  but  highly  useful.  The  vital  question,  of 
course,  is :  Should  Government  timber,  in  a  broad  sense, 
be  actually  competitive ?  The  initial  error,  as  we  sense 
the  situation,  was  the  announced  policy  a  few  years  back 
of  putting  the  Forest  Service  on  a  commercial  basis. 
State  and  community  revenue  problems  further  compli¬ 
cate  the  situation.  At  the  root  of  the  whole  question  is 
the  fact  that  the  overload  of  private  ownership  should 
not  be  accentuated  by  a  Government  sales  policy. 

The  reserves  are  the  ever-present  buffer  against  pri¬ 
vate  abuse,  if  that  were  possible.  They  should  be  held, 
as  the  name  implies,  as  reserve  stock  of  raw  material 
for  the  nation’s  need. 

The  Department  is  confronted  at  every  session  of  Con¬ 
gress  with  its  financial  need.  A  false  impression  has 
existed  that  there  is  a  lumber  trust.  This 
sentiment  has  clouded  Congressional  un¬ 
derstanding.  There  has  been  a  disposition  on  the  part 
of  some  legislators,  men  otherwise  well  informed,  to  urge 
liquidation,  and  this  with  a  false  sense  of  public  economy. 

One  of  the  big  things  that  we  hope  may  result  from 
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this  survey  of  the  lumber  industry  is~  a  better  under¬ 
standing  on  the  part  of  the  public  and  Congress  regard¬ 
ing  the  true  relation  of  the  Department  of  Forestry  to 
our  forest  wealth. 

The  Government  is  the  greatest  single  owner  of  our 
timber  stand.  The  fact  that  the  Government  feels  the 
burden  of  carrying  this  investment,  and  this  without 
taxes  or  interest  charge,  should  quicken  understanding 
as  to  the  status  of  private  investors  in  timber  and  manu¬ 
facturing  operations. 

If  a  timber  famine  had  been  as  imminent  as  proph¬ 
esied,  the  reserves  would  have  been  of  value  in  fending 

against  any  possible  corner  of  raw  mate- 
Use  of  Fed-  •  -i  -i  •  «i  » •  i  j  i 

erai  Reserves  ria^  anc^  a-t  tne  same  time  served  as  a  stock 

to  draw  on  for  public  need.  If  the  reserves 
could  have  been  of  service  in  a  contra-contingency, 
surely,  now  that  the  true  condition  is  known,  they  should 
not  be  used  to  burden  private  investment,  especially 
when  there  is  no  public  need  to  he  served  thereby. 

The  forest  area  should  be  considered  as  a  unit  and  that 
Governmental  policy  adopted  that  will  best  serve,  not 
alone  the  interests  of  conservation  and  silviculture,  hut 
the  legitimate  need  of  forest  industry  as  a  whole;  and 
this  to  the  end  that  the  industry,  as  such, 
may  respond  to  the  spirit  of  the  hour  and 
develop  efficiency  so  that  its  resources  may 
be  positioned  for  mobilisation, — and  this  for  peace  or 
war.  New  world  problems  are  taking  shape.  Trade  and 
commerce  will  be  touched  in  ways  that  no  man  can  now 
forecast. 

The  relation  of  the  Department  of  Forestry  to  the 
lumber  industry  is  such,  or  can  he  so  made,  that  it  can 
render  a  great  service  of  constructive  use¬ 
fulness  to  a  nation-wide  business  activity. 
Public  and  private  interests  can  both  he 
served.  Cooperative  endeavor  between  the  Government 
and  this  particular  industry  would  touch,  usefully  and 
helpfully,  every  citizen  of  the  Republic. 


Mobilization 
of  Resources. 


Governmental 
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No  single  agency  has  been  more  earnest  in  getting  at 
the  facts  than  has  this  Department.  It  has  brought  to 
bear  a  broad  patriotic  understanding  and  a  wealth  of 
technical  knowledge.  In  the  preparation  of  our  briefs, 
we  have  not  had  the  opportunity  of  studying  the  report 
that  the  Chief  Forester  will  submit  to  the  Commission. 
We  are  willing,  however,  to  assert  in  advance  that  we 
rely  with  confidence  on  the  Department’s  statement. 
This  confidence  is  backed,  of  course,  with  the  thought 
that  we  know  the  industry  is  sick  with  *  “  Competitis.” 
Mr.  Graves  has  examined  the  patient  and  understands 
the  symptoms.  Also  he  has  already  indicated  his  diag¬ 
nosis.  In  an  address  on  May  6,  1914,  before  the  National 
Lumber  Manufacturers’  Association,  the  Chief  Forester 
said  in  part: 

“I  presume  that  there  are  not  less  than  75,000  to 
100,000  owners  of  timber  lands,  not  including  small 
tracts  attached  to  farms.  It  may  be 
Mr.  Graves.  said  that  the  majority  of  these  timber 
land  owners  are  desirous  of  operating, 
selling  the  stumpage,  or  selling  their  land  outright. 
As  a  result  of  the  feverish  haste  to  cut  and  manu¬ 
facture  timber,  there  was  naturally  an  overproduc¬ 
tion  of  lumber,  reaction,  and  demoralization  of  the 
market.  Curtailment  of  output  responding  to  price 
recessions  did  not,  however,  take  place  readily,  be¬ 
cause  of  the  pressure  to  keep  cutting,  even  after 
prices  had  fallen.  Owners  who  had  mortgaged  their 
property  heavily  were  obliged  to  keep  on  operating 
in  order  to  meet  interest  on  their  obligations,  main¬ 
tain  their  plants,  and  hold  their  organizations.  De¬ 
creased  profits  through  a  lower  priced  product  and 
increased  cost  of  production  doubtless  required 
these  same  men  to  cut  a  larger  amount  of  timber 
than  otherwise  would  have  been  needed  to  carry  them 
along.  Other  owners,  who,  for  other  reasons,  were 
financially  weak,  were  obliged  to  continue  cutting. 
In  many  instances  increased  taxation  has  tended  still 

*  No  known  root  origin :  supposed  to  come  from  an  Indian  phrase  mean¬ 
ing  “wood-sickness.” 
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further  to  force  operation.  Over-production,  there¬ 
fore,  continued  and  a  depressed  market  became  still 
further  depressed,  with  the  consequences  of  local 
demoralization,  numerous  failures,  and  the  various 
other  results  which  follow  depression  in  any  indus¬ 
try.  As  long  as  there  exists  a  constant  pressure  to 
place  upon  the  market  more  timber  than  can  be 

absorbed,  instability  will  continue. 

*  #  *  *  *  * 

“From  a  conservation  standpoint  the  present  sit¬ 
uation  is  an  exceedingly  unfortunate  one.  Forced 
cutting  under  poor  market  conditions  means  poor 
utilization,  for  a  great  deal  of  the  low  grade  material 
is  left  in  the  woods.  It  is  estimated  that  in  some 
sections  this  waste  is  30%  greater  than  it  was  six 
years  ago.  Under  such  conditions,  the  care  of  sec¬ 
ond  growth  and  the  encouragement  of  new  growth 
have  little  interest  for  operators.  Fire  protection 
receives  little  attention,  except  where  it  is  necessary 
to  protect  valuable  standing  timber.  While  owners 
are  now  in  many  sections  of  the  country  doing  much 
more  than  formerly  to  protect  at  least  their  mer¬ 
chantable  timber  from  fire,  the  depletion  of  the  sup¬ 
plies  is  going  on  with  a  rapidity  which  operators 
themselves,  who  are  practically  obliged  to  cut  with 
a  great  deal  of  waste,  must  deplore.  It  is  perfectly 
clear,  therefore,  that  both  from  the  standpoint  of  the 
permanent  welfare  of  the  lumber  industry  and  from 
the  standpoint  of  the  interests  of  conservation,  the 
country  is  losing.  I  do  not  need  to  recount  to  you 
the  loss  to  the  public,  when  a  great  industry  is  de¬ 
moralized.  It  is  not  merely  a  loss  to  operators  and 
stockholders  in  operating  companies,  but  a  severe  loss 
to  those  who  are  thrown  out  of  employment  or  who 
have  irregular  employment,  and  an  economic  depres¬ 
sion  results  which  is  shown  in  the  diminished  pros¬ 
perity  of  whole  communities.  From  the  standpoint 
of  conservation,  the  public  is  suffering  very  great 
loss.  Its  existing  supplies  are  being  used  up  rapidly 
and  wastefully  because  of  poor  utilization,  and  these 
supplies  are  not  being  replaced  in  any  adequate 
way.  ’  ’ 

As  we  have  studied  the  problem  and  a  possible  way 
out,  this  thought  persists :  Here  is  an  industry  of  great 
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public  interest.  It  needs  stabilization. 
Economies  in  distribution,  closer  utiliza¬ 
tion,  and  more  efficiency  are  essential. 
These  results  can  be  obtained,  in  part  at 
least,  only  through  fuller  cooperation.  Now,  we  have  a 
Department  of  the  Government  thoroughly  equipped  to 
aid  in  such  endeavor,  arid  at  the  same  time  in  position  to 
safeguard  public  interest!  When  we  come  to  discuss 
remedies,  references  will  again  be  made  to  the  suggestion. 


Before  passing  to  the  factors  involved  in  mill  opera¬ 
tions,  permit  a  word  of  generalization. 

Lumber  manufacture  and  utilization  represent  an  in¬ 
vestment  of  approximately  twelve  hundred  million  dol¬ 
lars.  The  annual  production  exceeds  in  money  value 
over  eleven  hundred  million.  The  Census  reports  show 
that  from  eighty-two  to  eighty-six  per  cent  of  conversion 
cost  goes  to  the  community  in  wages,  supplies  and  gen¬ 
eral  expense.  No  industry  returns  to  the 
of  industry  public  so  large  a  per  cent  of  its  income  as 
does  lumber  manufacture,  and  this  aside 
from  the  item  of  taxation.  If  the  nation  is  to  remain 
blind  upon  the  waste  of  a  vital  natural  resource,  and 
undisturbed  over  a  condition  of  dry  rot  afflicting  its 
greatest  manufacturing  industry,  surely  self-interest,  if 
nothing  else,  will  quicken  public  concern.  Approximately 
seven  hundred  thousand  workers  and  their  families  are 
involved  in  its  processes.  Literally  thousands  of  com¬ 
munities  are  solely  dependent  upon  it. 

In  fifteen  states,  lumber  manufacture  is  to-day  a  chief 
industry.  In  certain  of  our  western  and  southern  states 
it  is  of  basic  importance.  To  illustrate: 
In  Washington  over  63%  and  in  Oregon 
over  52%  of  the  wage  earners  are  em¬ 
ployed  in  the  industry.  So,  we  assert,  if 
no  interest  other  than  public  self-interest  can  be  moved, 
the  facts  are  eloquent  in  their  appeal. 


Number  of 
Wage  Earners 
Employed. 
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As  no  man  liveth  to  himself  alone,  so  no  state  or  sec¬ 
tion  in  our  great  democracy  should,  with  selfish  disre¬ 
gard,  obstruct  or  discourage  a  constructive  policy  now 
sought  to  be  put  in  motion  in  this  industry.  All  interests 
involved  in  our  industrial  evolution  are  interdependent. 
The  legitimate  vitality  of  one  industry  quickens  and 
strengthens  all. 

The  industry  needs  stabilty.  This  can  be  secured  solely 
through  a  more  complete  cooperative  endeavor  from 
within.  This  reform  is  impossible  without  a  better  and 
more  sympathetic  attitude  on  the  part  of  the  public  and 
a  broad,  understanding  grasp  as  to  inherent  needs  on  the 
part  of  state  and  national  governments. 

In  its  last  analysis  the  consumer  living  in  the  eastern 
and  middle-western  states,  if  he  but  rightly  sensed  the 
basic  fact,  is  as  much  concerned  as  is  the  citizen  who 
lives  in  the  shadow  of  the  trees.  The  true  function  of 
Government,  where  public  interest  is  involved,  is  not 
only  to  allow,  but  to  encourage  all  needed  coordination 
of  industrial  effort.  As  we  hope  to  demonstrate,  this 
is  our  need. 

It  is  possible  that  the  underlying  need  is  a  complete 
recasting  of  our  national  and  state  forest  policy.  This 
is  the  problem  in  the  background.  To  achieve  such  result, 
however,  will  require  patience,  time  and  education. 
There  are  elements  involved  that  can  be  adjusted  now, 
and  by  their  adjustment  a  long  step  in  the  right  direction 
will  be  made.  We  will  now  more  specifically  examine 
those  factors  that  lie  in  the  very  foreground,  and  by 
mastery  of  the  facts  seek  a  remedy  for  the  economic 
fault. 

■  C. 

LUMBER  MANUFACTURE  AND  ITS  DISTIN¬ 
GUISHING  CHARACTERISTICS. 

We  now  propose  taking  up  the  more  intimate  factors 
by  the  record,  to-wit,  the  business  of  converting  trees  into 
boards  and  distributing  them  for  public  consumption. 
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Lumber  holdings,  or  raw  material  storage,  is  far  re¬ 
moved.  Manufacture,  although  distant,  is,  in  a  popular 
sense,  more  understandable.  Having  in  mind  always 
that  we  are  trying  to  present  the  facts  in  their  relation 
to  the  law’s  application,  we  submit  certain  broad,  gen¬ 
eral  conditions,  the  mere  suggestion  of  which  carry  their 
own  weight  in  the  discussion. 

As  the  matter  unfolds,  we  should  have  in  mind  the 
amount  of  capital  invested,  employees  covered,  com¬ 
munities  concerned,  and  the  vital  character  of  product 
involved. 


The  Spread 
Of  the 
Industry. 

Second : 


AU  Raw 
Material 
Purchased  at 
One  Time. 


First :  The  industry  comprehends  operations  national 
in  character.  The  spread  embraces  thirty- 
odd  states.  Forty-eight  thousand  mills  are 
engaged  in  producing  boards,  the  product, 
in  the  main,  competitive. 

The  raw  material  is  a  one  crop  natural 
product  of  universal  need.  A  supply  sufficient  for  the 
life  of  the  operation  is  necessary,  and  must 
be  secured  at  one  time,  and  purchased  at 
the  current  market.  The  trees  thus  pur¬ 
chased  are  exposed  to  the  menace  of  the 
elements,  necessitating  the  continuous  bur¬ 
den  of  protection  charges. 

It  is  true  some  mills  are  so  situated  that  operation  is 
extended  indefinitely  by  buying  logs  in  the  open  market. 
This  is  the  exception,  however,  and  not  the  rule.  As  a 
general  proposition  the  plant’s  life  ends  when  the  pur¬ 
chased  supply  of  trees  is  exhausted. 

Third :  In  practically  all  other  manufacture  the  plants 
are  continuous  in  operation,  purchasing  raw  material 
„  according  to  demand  for  the  finished  prod- 

Operation.  ucfi'  are  located  m  relation  to  markets  and 

transportation.  Conspicuous  examples  are 
furnished  to  illustrate  this  suggestion  by  meat  packing 
and  flour  mill  operations.  One  secures  its  supply  of  raw 
material  through  the  medium  of  assembling  yards,  and 
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tlie  other  by  storage  elevators.  Both  are  perennially 
supplied. 

In  lumber  manufacture  all  raw  material  supply  must 
be  purchased  at  once  and  held  subject  to  the  vicissitudes 
of  demand  for  boards.  Mill  plants  are 
located  where  the  trees  grow,  and  as  the 
forests  recede,  are  ever  farther  removed 
from  the  heaviest  source  of  demand:  the  industrial  East 
and  agricultural  Middle  West.  This  element  suggests 
the  problem  of  transportation,  a  factor  seldom  consid¬ 
ered  by  the  public  at  large.  When  the  trees  were  at  the 
very  threshold  of  a  market  of  enormous  demand,  trans¬ 
portation  cost  was  slight.  This  was  the  situation  during 
the  hey-day  of  the  lake  region  white  pine  industry. 

When  this  forest  area  became  reduced,  the  raw  material 
supply  was  sought  hundreds  of  miles  to  the  south,  and 
thither  followed  the  mill  operations.  The  Pacific  Coast 
mills  are  still  farther  removed  from  the  markets  of  great¬ 
est  demand.  Each  removal  adds  a  burden  of  cost  to  the 
board.  To  illustrate: 

Rates  from  the  South  on  yellow  pine  to  its  market 
range  from  11c  to  34c  per  100  pounds.  Rates  from  the 
Coast  to  the  same  markets  range  from  40c 
to  75c  per  100  pounds.  The  following  dis¬ 
crepancies  would  develop  on  3,000  pounds 
southern  pine  per  1,000  feet  as  against  the  same  weight 
for  fir: 


Freight 

Kates. 


Prom  the 

Prom 

To 

South. 

Coast. 

Omaha . 

. $6.90 

$15.00 

Chicago . 

.  8.40 

16.50 

New  York . 

.  9.90 

22.50 

Although  the  cost  of  stumpage  is  higher  in  the  South 
than  on  the  Coast,  this  item  is  in  a  measure  offset  by  the 
fact  that  the  cost  of  logging  is  higher  on  the  Coast  than 
in  the  South. 

It  should  also  be  borne  in  mind  that  as  the  outposts  of 
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our  forests  recede,  other  burdens  are  added  to  the  indus¬ 
try :  community  building,  commissaries,  and  railroad  con¬ 
struction. 

Fourth:  Furniture  and  other  manufacturing  opera¬ 
tions  dependent  on  wood  are  continuous  and  buy  lumber 
as  the  market  calls  for  their  finished 
Manufacture.  product.  Lumber  manufacture,  the  base 
industry,  is  limited  in  operation,  generally 
speaking,  to  from  ten  to  twenty  years,  in  any  one  place, 
and  must  purchase  its  raw  material  supply  for  the  life 
of  the  plant  before  mill  operations  start. 

As  stated  by  Mr.  Downman : 

‘‘The  lumber  industry  is  in  course  of  liquidation 
from  the  day  the  mill  starts  operation.” 

Fifth :  The  process  is  crude  and  in  the  main  identical 
— sawing  boards.  The  smallest  operation 
is  competitive  with  the  largest  and  most 
modern.  Trees  are  impartial. 

The  manufacturers  themselves,  in  aid  of  public  service , 
have  accentuated  this  situation  by  establishing  unifica¬ 
tion  of  grades  and  standardization  of  sizes. 

Sixth:  The  greatest  volume  of  output  comes  from 
large  corporations,  requiring  an  investment  of  a  million 
or  more  dollars,  which  investment  must  be  liquidated 
during  the  life  period  of  raw  material  supply. 

A  rather  instructive  suggestion  is  made  manifest  by 
considering  the  investment  turn-over.  In  lumber  manu¬ 
facture,  where  the  supply  of  raw  material 
must  be  bought  at  one  time,  covering  opera¬ 
tions  extending  over  a  period  of  from  ten 
to  fifteen  years,  raw  material  and  plant  investment  is 
liquidated  only  at  the  end  of  the  entire  period.  That  is, 
if  on  sales  made  in  any  one  year  10  per  cent  profit  were 
secured  on  a  ten-year  operation,  such  return  would  be 
but  1  per  cent  on  investment  as  a  whole.  Whereas,  in 
manufacturing  operations  that  are  continuous,  such  as 
meat  packing,  textile  and  flouring  mills,  and  many  other 
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industries,  the  entire  capital  investment  may  be  turned 
over  many  times  during  one  year. 

Consequently,  if  such  company’s  sales  amount,  in  one 
year,  to  as  much  as  ten  times  the  amount  of  capital  in¬ 
vested  in  their  business,  and  they  secure  a  10  per  cent 
return  on  sales,  it  would  be  equivalent  to  100  per  cent 
return  on  the  invested  capital. 

It  is  claimed  that  certain  of  the  packing  companies, 
on  a  capitalization  of  $50,000,000,  do  a  $500,000,000  an¬ 
nual  business.  In  other  words,  turn  in- 
Comparison  vestment  over  ten  times.  It  is  commonly 

capacity^  reported  that  their  earnings  are  2 y2  pe.r 

cent  on  sales ;  consequently,  214  per  cent 
on  sales  of  $500,000,000  is  equivalent  to  $12,500,000 
earnings,  which,  on  the  basis  of  the  capital  invested,  is 
25  per  cent  earnings. 


The  status  of  lumber  manufacture  furnish  no  such 
economic  opportunity.  As  its  realization  possibilities 
are  limited  to  the  life  of  long  term  storage  of  raw  ma¬ 
terial  supply,  that  measure  of  cooperative  effort  should 
be  permitted  as  would  enable  operators  to  conserve  such 
supply.  The  economic  need  of  this  industry  is  unique 
and  insistent. 


Generally  speaking,  economic  loss  in  continuous  indus¬ 
tries  may  take  place  in  the  sale  of  finished  products,  which 
loss  falls  on  the  industry  alone.  Whereas,  in  lumber 
manufacture  the  loss  involves  economic  waste  of  a  natural 
resource,  thereby  causing  hurt  to  both  public  and  private 
interests. 

The  importance  of  lumber  manufacture  to  public  wel¬ 
fare  is  admitted.  In  capital  invested  and  men  employed 
the  industry  ranks  second.  Notwithstanding  its  domi¬ 
nant  position,  by  comparison  with  other  of  our  great  in¬ 
dustrial  activities,  its  economic  status  is  most  wretched. 
In  this  connection,  and  by  way  of  illustration,  consider 
sugar,  tobacco,  steel,  standard  oil,  and  meat.  Excepting 
tobacco,  each  of  these  industries  serve  a  vital  need.  No 
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greater  need,  however,  than  lumber.  Why  the  difference 
in  stability ? 

Passing  the  question  of  over-investment  in  timber  as 
such,  no  one  contends  that  mill  plants  are  over-capital¬ 
ized.  Aqua  pur  a  has  not  been  a  factor  in 
stock  manipulation.  Although  conserva¬ 
tively  capitalized,  lumber  manufacture  has 
failed  investment,  whereas,  other  industries,  in  spite  of 
water,  have  responded  in  profits. 

When  the  Commission  comes  to  a  study  of  our  prob¬ 
lems  and  is  seeking  a  solvent,  range  if  you  will,  industries 
such  as  are  mentioned  for  illustration,  alongside  of  lum¬ 
ber,  bituminous  coal,  crude  oil,  and  stone  quarry  opera¬ 
tions.  It  will  he  found  that  the  basic  problems  of  the 
two  classes  differ  widely.  The  same  yardstick  will  not 
measure  the  economic  need  of  both.  The  answer  may  be 
found  in  concluding,  that  we  must  treat  those  industries 
that  deal  with  a  natural  resource  as  in  a  class  by  them¬ 
selves. 


Methods  of 
Some 

Industries. 


Before  leaving  this  thought,  consider 
this :  In  some  industries  certain  practices 
have  been  common.  To  illustrate: 


(a)  Price  discrimination. 

(b)  Unfair  trade  practices. 

(c)  Selling  abroad  cheaper  than  in  domestic  markets. 

(d)  Stock  watering. 

None  of  these  things  can  be  laid  at  the  door  of  mill 
operations.  Although  free  of  the  taint,  we  fail.  Those 
who  have  shamelessly  indulged  in  such  course,  have  pros¬ 
pered.  The  goddess  should  lower  the  sword  and  remove 
the  bandage ! 

Seventh:  Every  tree  symbolizes  boards — each  non¬ 
operating  timber  owner  is  a  potential  manufacturer.  It 
is  estimated  that  one-fifth  of  the  standing 
sujpi^atenal  timber  in  the  United  States  is  now  pri¬ 
vately  held  and  awaiting  sale  for  conver¬ 
sion  purposes.  In  the  forest  area,  extending  from  West- 
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era  Montana  to  Northern  California,  Government  esti¬ 
mates  place  these  private  holdings  at  500,000,000,000  feet. 
In  the  South,  the  timber  stand  outside  of  the  trees  now 
under  actual  conversion  processes  is  limited  in  extent. 

Interest  cost,  taxes  and  protection  are  an  ever  increas¬ 
ing  burden  from  which  the  timber  owner  seeks  escape. 
As  fast  as  conversion  operations  can  absorb  the  trees 
held  in  reserve,  they  are  placed  in  action.  The  industry 
works  in  the  shadow  of  this  overload.  This  fact  of  itself 
is  an  efficient  check  to  any  unreasonable  price  to  the  con¬ 
suming  public.  In  no  other  industry  does  there  inhere 
an  economic  factor  that  approximates  in  importance  to 
the  matter  here  suggested.  It  tends  to  depress  every 
level  of  fair  prices,  and  is  a  great  cause  of  over-produc¬ 
tion  and  consequent  waste.  Nor  can  the  problem  be 
disposed  of  by  taking  the  position  that  those  who  specu¬ 
lated  in  our  forest  domain  made  their  own  bed  and  must 
lie  in  it.  The  situation  is  due  to  many  causes.  The  fault 
does  not  lie  altogether  at  the  door  of  the  timber  owner. 
He  underestimated  the  period  of  holding  timber  and  the 
carrying  charges.  In  this  basic  error  he  was  influenced 
by  official  opinion  that  a  timber  famine  was  impending. 
He  did  not  foresee  the  part  substitutes  were  to  play;  nor 
did  he  grasp  the  significance  of  Government  reserves  as 
factors  in  competition. 

Aside,  however,  from  all  question  as  to  fault  in  private 
investment,  a  condition  and  not  a  theory  now  confronts 
us.  A  condition  involving  a  great  public  problem. 

Eighth :  In  addition  to  the  vast  supply  of  raw  ma¬ 
terial  privately  owned  seeking  conversion,  the  industry 
is  confronted  with  the  unique  situation  of 

Forest 

Reserves.  the  Government  itself  holding  title  to  ap¬ 

proximately  two-fifths  of  our  forest  area. 
These  trees  belong  to  the  people,  and  in  a  greater  or  lesser 
degree  have  been  factors  of  influence  in  meeting  market 
conditions  on  the  part  of  the  manufacturers. 

The  industry  has  not  only  carried  its  own  heavy  bur¬ 
dens,  but  financed  all  exploitation  of  wood  uses.  The 
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Government,  contributing  nothing,  has  advantaged  itself 
by  market  conditions  created  by  the  operators.  In  the 
light  of  tax  and  interest  charges  this  is  most  unjust.  If 
public  timber  is  to  be  competitive  then,  at  least,  all  inter¬ 
ests  should  get  together,  evolve  a  policy  of  mutual  aid  and 
share  the  burdens. 

An  instructive  commentary  might  be  made  by  exam¬ 
ining  the  methods  of  British  Columbia,  touching  her 
forest  policy  as  compared  with  ours.  For 
the  Commission’s  information,  we  will  file 
with  this  brief  a  full  set  of  pamphlets  is¬ 
sued  by  the  British  Columbia  Department 
of  Lands.  An  examination  will  show  the 
earnest  and  efficient  method  used  by  that  Government  in 
advertising  British  Columbia  forest  products.  To  the 
home  builder  in  country,  town  and  city  the  Government 
tells  the  story  of  the  tree  and  the  use  and  value  of  the 
board.  The  Operators  and  Government  pull  together  to 
utilize  to  the  best  advantage,  the  forest  and  its  wealth. 

With  us,  on  the  contrary,  no  matter  what  the  disposition 
of  the  Department  of  Forestry  to  help,  there  has  been  an 
utter  lack  of  sympathy  and  understanding  on  the  part  of 
the  public.  This  attitude  has  been  reflected  by  Congress. 
Bightly  viewed,  even  from  a  commercial  viewpoint,  the 
Government  is  financially  interested  in  evolving  methods 
whereby  greater  efficiency  be  secured,  closer  utilization 
result,  and  elimination  of  waste  follow.  If  this  investi¬ 
gation  can  but  bring  out  this  phase  of  public  interest, 
surely  some  constructive  program  will  be  put  in  action. 
Failure  to  do  so  would  be  an  admission  of  one  of  two 
things :  Either  our  scheme  of  government  lacks  ability 
to  adjust  its  machinery  to  the  industrial  need,  or,  we,  as 
a  people,  are  deficient  in  intelligent  grasp  of  great 
national  problems. 

Ninth:  The  industry  is  confronted  with  intense  and 
organized  competition  from  the  so-called  substitutes. 

The  substitute  that  replaces  wood  by  rea¬ 
son  of  greater  use  value  is  here  to  stay,  and 
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properly  so.  For  example,  the  cement  sidewalk.  To 
the  extent  that  such  displacement  has  gone,  wood  is  per¬ 
manently  eliminated.  Whereas,  those  that  have  gained 
foothold  through  “puhmg’”  and  not  merit,  must  he  met 
by  a  campaign  of  education. 

The  extent  to  which  substitutes  have  replaced  wood  is 
at  once  suggested  when  we  consider:  (1)  Building  con¬ 
struction;  (2)  boxes;  (3)  silos;  (4)  cross-ties;  (5)  fur¬ 
niture  and  trim;  (6)  sidewalks;  (7)  cooperage,  and  (8) 
railway  cars. 

The  above  is  but  suggestive  of  the  wide  scope  of  sub¬ 
stitute  activity.  It  is  estimated  by  students  of  the  prob¬ 
lem  that  approximately  10,000,000,000  feet  b.  m.  of  lumber 
products  are  annually  displaced  by  substitutes. 

The  influence  of  substitutes  on  lumber  manufacture  and 
their  strategic  advantage  may  be  briefly  enumerated  as 
follows : 

(a)  If  our  lumber  cut  is  estimated  at  40  billion  feet 
b.  m.  per  year,  substitutes  have  now  re¬ 
placed  about  10,000,000,000  feet. 

(b)  The  rate  at  which  many  of  these  substitutes  are 
being  made  is  rapidly  on  the  increase, — 
such,  for  example,  as  fiber  boxes,  asphalt 

shingles,  steel  cars,  etc, — whereas  the  consumption  of 
wood  for  these  purposes  is  falling  off. 

(c)  Many  of  the  substitutes  are  only  a  few  years  old 
— such  as  the  steel  cars,  asphalt  shingles, 
metal  lath,  etc., — hence  their  influence  in 

the  future  will  undoubtedly  be  more  pronounced. 

(d)  Legislation  has  helped  some  of  the 
substitutes  to  develop;  for  example,  steel 
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cars. 


Cost. 


(e)  The  unit  cost  of  manufacturing  several  of  these 
substitutes  has  decreased ;  this  is  well  illus¬ 
trated  by  the  manufacture  of  cement; 
whereas,  the  unit  cost  of  manufacturing  most  wooden 
articles  has  increased. 
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(f)  Most  of  the  substitutes  for  wood  are  here  to 
stay, — for  example,  the  cement  sidewalk, — 

Permanence.  4/7  A 

hence,  wood  has  lost  permanently  many  of 

its  markets. 


(g)  The  only  means  of  offsetting  the  inroads  by  sub¬ 
stitutes  is  to  develop  new  uses  for  forest  products:  For 
example,  as  the  population  of  the  country 
increases,  the  per  capita  consumption  of 
lumber  decreases.  The  increased  rate  in 
population  does  not  offset  the  decreased  per  capita  rate 
of  lumber  consumption. 


Influences  of 
Population. 


(h)  The  hulk  of  lumber  now  cut  comes  from  soft¬ 
woods  and  the  major  portion  goes  into  buildings.  If  the 
price  of  lumber  rises  perceptibly,  people 
nee  ontro  .  ^  0£  ^ile,  cement,  brick,  or  other 

products,  hence  the  price  of  softwood  lumber  will  be 
largely,  if  not  entirely,  governed  by  these  competing 
materials  of  construction,  and  this  will  follow  due  to 
natural  laws.  The  danger  of  wood  prices  going  too  high 
is  absolutely  under  competitive  control. 

Of  the  total  cut  of  soft  woods,  two  groups  of  woods, 

Hardwoods  viz.,  -^0ll§^as  and  southern  yellow  pines, 
comprise  63  per  cent  of  the  total  cut. 

In  this  connection,  permit  a  word  touching  hardwoods. 
Hardwoods  comprise  only  24  per  cent  of  the  total  lum¬ 
ber  cut  of  the  United  States. 


About  70  per  cent  of  all  lumber  cut  goes  into  building 
construction.  It  is  here  competition  is  keenest,  hence 
softwoods  suffer  more  than  hardwoods,  due  to  substitute 
competition. 

The  bulk  of  hardwoods  goes  into  house  trim,  furniture, 
flooring,  etc.,  where,  on  account  of  their  intrinsic  proper¬ 
ties  of  beauty,  “  coziness,  ”  and  low  conductivity  of  heat, 
they  will  always  he  used  in  large  quantities,  and  because 
of  which  it  will  be  much  harder  for  the  substitutes  to 
drive  them  out  of  the  market  than  the  softwoods. 


(i)  The  number  of  plants  making  substitutes  in  any 
one  line  is  comparatively  few.  The  opportunity  of  ad¬ 
justment  to  competitive  conditions  is  thus  readily  offered, 
and  this  without  suggestion  of  illegal  control. 

This  is  well  illustrated  in  the  ability  of  different  lines 
.  .  .  to  unite  on  a  joint  plan  of  advertising  to 

push  the  product.  The  cement  interests 
have  a  promotion  fund  of  $750,000.  One  of  their  repre¬ 
sentatives  recently  told  a  gathering’  of  retail  lumbermen 
that:  “We  propose  to  put  you  in  a  position  where  your 
lumber  business  is  a  trailer  after  the  cement  business  and 
not  until  that  time  comes  will  we  stop.  ’  ’ 

For  one  item,  space  in  national  magazines,  manufac¬ 
turers  of  substitute  rooting  spent  $200,000  in  1915. 

The  “American  Architect”  for  March  22,  1916,  had 
twenty-nine  pages  advertising  wood  substitutes,  as 
against  five  pages  urging  wood  use. 

Many  examples  of  the  same  character  could  he  given. 

The  point  is  that  these  people,  by  the  very  nature  of 
their  business,  can  get  together  for  united  self-interest. 
Freight  Further,  operations  are  local,  hence  one 

Rates-  operation,  or  group,  in  exploiting  natural 

markets,  can  do  so  under  the  protection  of  the  differential. 
With  lumber  manufacture,  however,  the  spread  of  opera¬ 
tions  and  numbers  involved,  handicap  cooperative  en¬ 
deavor,  whereas,  the  blanket  rate,  covering  common  mar¬ 
kets  for  large  areas  of  production,  tends  to  intensify 
competition. 

To  illustrate,  one  blanket  rate  adjustment  comprehends 
the  southwestern  yellow-pine  area.  This  field  of  mill 
activity  is  bounded  on  the  north  by  the  Arkansas  River ; 
on  the  east  by  the  Mississippi  River;  on  the  south  hv  the 
Gulf  of  Mexico ;  and  on  the  west  by  a  line  drawn  through 
Kansas  City,  Missouri,  and  Houston,  Texas.  This 
blanket  area  is  approximately  400  miles  long  and  300 
wide,  and  is  practically  coterminus  with  the  district  in 
which,  west  of  the  Mississippi,  the  yellow  pine,  both  long 
leaf  and  short  leaf,  originates. 
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(j)  In  most  other  operations,  raw  ma¬ 
terial  is  purchased  as  demand  for  finished 
product  develops.  Plant  investment  is 

continuous. 

(k)  Even  with  those  that  require  large  storage  of 

sman  raw  material,  the  investment  is  small  as 

investment.  compared  to  lumber  manufacture. 

(l)  To  meet  this  competition  lumber  must  be  dis¬ 
tributed  more  economically ;  the  public  educated  to  wood 

uses;  and,  to  fill  the  gap  of  elimination, 
more  complete  utilization  achieved.  To 
accomplish  such  results  many  plants  must  join  in  asso¬ 
ciated  effort. 

Tenth:  The  lumber  manufacturer  does  not  come  in 
contact  ivith  the  public.  His  product  is  distributed,  gen- 
Do  Not  sell  erally  speaking,  by  the  retail  lumber  mer- 
to  consumers.  chant.  His  connection  with  the  boards 
ends  f.  o.  b.  cars.  Government  statistics 
give  forty  thousand  retailers  as  distributors  to  the  public. 

It  is  estimated  that  there  are  between  three  and  four 
thousand  wholesalers,  jobbers,  brokers  and  commission 
merchants,  who  intervene  between  the  mill  and  the  re¬ 
tailer  or  the  consumer  who  buys  in  large  volume,  such 
as  the  Government,  railroads,  bridge  builders  and  large 
construction  concerns.  Under  “Distribution,”  page  126, 
we  undertake  a  more  detailed  statement  of  the  part  this 
middle-men  class,  to  wit:  Wholesalers,  jobbers,  brokers, 
and  commission  merchants,  play  in  the  distribution  of 
lumber  products. 

It  is  of  the  greatest  importance  that  this  phase  of  the 
problem  be  appreciated.  Broadly  speaking,  the  lumber 
manufacturer  can  not,  except  through  local  yards,  supply 
the  consumer.  To  the  manufacturer  a  car  lot  is  the 
smallest  unit  of  distribution  possible.  The  ordinary 
dwelling  requires  many  species  of  wood :  Cedar  shingles, 
redwood  siding,  cypress  finish,  fir,  yellow  pine  or  hemlock 
dimension,  oak  or  maple  flooring,  etc.,  etc.  No  one  mill 
can  furnish  these  requirements.  An  assembling  depot  or 
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yard  is  essential  and  this  in  the  vicinage  of  consumption. 
It  is  estimated  that  80  per  cent  of  lumber  for  domestic 
use  is  sold  in  wagon  lots.  Even  mail  order  concerns,  gen¬ 
erally  speaking,  can  not  compete  for  this  trade,  as  they 
must  and  do  sell  in  *car  lots.  No  matter  how  the  matter 
is  viewed,  lumber  products  must  be  assembled  locally  if 
the  public  is  to  be  efficiently  served. 

A  bitter  competitive  war  is  on  between  the  mail  order 
retailer,  the  local  merchant  and  the  ready-cut  house 
manufacturer.  Each  claims  superior  ability  to  serve.  It 
is  not  our  purpose  to  here  debate  the  merit  of  that  con¬ 
troversy.  One  point,  however,  is  clear,  all  draw  their 
supplies  from  a  common  source — the  mill. 

A  stable  manufacturing  price  would  be  just  to  the  re¬ 
tailer,  work  no  hardship  to  the  public,  and  enable  the 
manufacturer  to  get  a  living  price  and  conserve  his  raw 
material  supply. 

Of  one  thing  we  may  be  sure,  in  view  of  the  spread  of 
the  industry  and  the  great  number  of  competing  units, 
no  possible  injustice  could  result  to  the  retail  purchasers. 

As  stated  in  the  late  Steel  case : 

“No  one  can  read  these  volumes  of  testimony  and 
fail  to  be  satisfied  that  this  great  body  of  business 
men,  scattered  over  all  parts  of  the  country,  in  keen 
competition  with  each  other  in  their  several  lines,  is 
alert  in  seeing  that  competitive  conditions  exist  be¬ 
tween  the  manufacturers  of  basic  steel  products  from 
whom  they  buy.  ’  ’ 

Any  one  familiar  with  the  situation  knows  that  the 
relative  competitive  conditions  as  related  to  sale  of  lum¬ 
ber  products,  are  much  more  accentuated  than  in  the 
sale  of  steel  products.  Each  town  and  hamlet  has  its 
lumber  merchant,  seeking  his  wares  in  the  most  favor¬ 
able  market.  The  woods  compete;  the  choice  abundant. 

The  manufacturers,  of  their  own  initiative,  established 

*  The  rural  consumer  can  secure  less  than  a  car  lot,  if  he  and  his  neigh¬ 
bors  club  in  and  send  a  joint  order  sufficient  for  a  car. 


61 


Grades. 


Taxation 

Abuse. 


unification  of  grades  and  standardization  of  sizes.  No 
law  lias  impelled  this  course,  and  yet,  as 
a  result,  the  stock  of  each  manufacturer  is 
available  to  the  retailer,  wholesaler,  or  jobber. 

When  we  discuss  the  reforms  needed,  reference  will  be 
again  made  to  distribution  phases.  We  are  now  trying 
to  make  clear  the  thought,  that  stability  in  lumber  manu¬ 
facture  would  be  helpful  to  all  interests. 

Eleventh:  Another  and  most  important  factor  that 
differentiates  the  industry  is  the  extraordinary  tax 
burden. 

It  is  not  our  purpose  to  go  extensively  into  this  all- 
important  phase  of  our  problem,  and  this  for  the  reason 
that  the  matter  can  not  come  within  the 
Commission’s  scope,  independent  of  any 
question  of  power.  This  is  a  question  that 
must  be  worked  out  through  various  legislative  bodies. 
To  properly  examine  the  subject  would  require  a  detailed 
statement  covering  the  tax  laws  of  many  states.  That 
unscientific  taxation  of  timber  holdings  accentuates  the 
cut  is  admitted  by  those  who  have  investigated  the  sub¬ 
ject.  Interwoven  with  other  of  the  burdens  that  make 
for  instability,  is  the  tax  burden.  It  is  complex  and  diffi¬ 
cult.  Many  outlying  communities  have  little  other  source 
from  which  to  build  roads  and  schools  than  the  tax  on  the 
trees.  The  need  of  such  communities  must  be  considered. 

Under  the  present  order  of  things  there  seems  no  other 
way  open  than  to  increase  the  load  each  year. 

If  the  trees  were  concealed  and  unascertainable,  they 
would  not  be  subject  to  tax.  Generally  speaking,  lands 
underlaid  with  coal  or  ore  are  taxed  at  current  land 
values.  It  is  only  as  the  deposit,  be  it  coal  or  ore,  be¬ 
comes  well  established  that  it  is  taxed.  Whereas,  trees 
standing  exposed  are  taxed  each  year,  although  not 
economically  needed  for  consumption.  It  is  true,  unlike 
coal,  ore,  or  oil,  the  land  on  which  the  trees  stand  is  not 
available  for  use  until  the  trees  are  cut,  nevertheless,  a 
tax  on  a  natural  resource,  long  in  advance  of  its  need, 
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places  that  branch  of  our  Nation’s  wealth  at  a  disad¬ 
vantage. 

Mr.  A.  B.  Farquhar  of  Pennsylvania  said  at  the  first 
Conservation  Congress  in  1909 : 


‘ 4  If  it  were  only  with  neglect  that  our  national  and 
state  governments  could  be  charged  in  their  treat- 
Farquhar  ment  of  our  precious  heritage  of  for¬ 

ests,  the  case  would  he  serious  enough 
against  them,  but  they  make  it  even  worse  by  acts 
that,  did  we  not  know  them  due  rather  to  lieedless- 
ness  or  stupidity,  we  could  only  ascribe  to  malignant 
enmity.  Of  such  character  is  their  abuse  of  the 
power  of  taxation.” 


Gifford  Pinchot  stated: 


‘  ‘  Land-hearing 


Pinchot. 


forests  should  be  taxed  annually 
on  the  land  value  alone  and  the  timber  crop  should 
be  taxed  when  cut,  so  that  private  for¬ 
estry  may  be  encouraged.  Next  to 
fire,  there  is  nothing  that  so  stubbornly  stands  in  the 
way  of  practical  forestry  in  this  country  as  bad  meth¬ 
ods  of  taxation.” 


The  whole  scheme  of  taxing  timber  lands  is  calculated 
to  discourage  ref  or  estimation,  and  this  for  an  obvious 
reason. 

Some  plan  along  lines  suggested  by  Mr.  Pinchot  would 
seem  the  only  solution. 

Professor  Parker  states  the  matter  thus : 

*  “For  growing  timber,  the  tax  on  yield,  on  the 
timber  the  day  it  is  cut,  has  such  obvious  advantages, 
Parker  such  sensible  justice,  and  is  in  such 

agreement  with  the  great  tax  rule  of 
taxing  according  to  ability  to  pay,  that  it  remains 
difficult  to  explain  its  non-acceptance.  For  mature 
timber,  where  a  postponement  of  taxes  would  stimu¬ 
late  speculation  and  the  waiting  upon  the  unearned 
increment,  an  annual  tax  seems  essential.  This  an¬ 
nual  tax  could  be  deducted  from  the  final  yield  tax, 

*  Article  published  in  Lumber  World  Keview,  July  10,  1915,  by  Carleton  H. 
Parker,  Professor  of  Industrial  Economy,  University  of  California. 
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the  amount  remaining  being  the  yield  tax  for  that 
particular  stand  of  mature  timber.” 


Urge  Reform. 


The  Commission  will  recall  that  several  of  the  wit¬ 
nesses  gave  detailed  statements  covering  the  increasing 
burden  of  taxation,  as  applied  to  timber  holdings.  We 
will  not  undertake  a  review  of  this  evidence,  as  no  special 
advantage  could  be  given  the  argument  thereby.  That 
this  factor  is  present,  and  touches  lumber  manufacture  in 
its  carrying  charges  must  be  admitted.  No  other  in¬ 
dustry  is  similarly  situated.  It  is  another  element  that 
sharply  differentiates  our  operations  from  those  indus¬ 
tries  that  buy  raw  material  as  needed. 

When  we  come  to  discuss  remedies,  this  matter  will  be 
again  referred  to.  The  Commission,  if  convinced  that 
taxation  as  at  present  administered,  in  con¬ 
nection  with  raw  material  supply,  is  unjust 
and  unscientific,  could  help  the  situation  by  giving  pub¬ 
licity  to  the  fact,  and  urging  state  legislation.  If  the 
Commission  desires  us  to  do  so,  we  will  be  glad  to  compile 
the  tax  laws  in  lumber  states  and  assemble  data  that  will 
demonstrate  the  heavy  and  unjust  load  the  industry 
carries. 

The  use  we  make  of  the  matter  now  is  that  by  calling 
attention  to  the  subject  we  add  weight  to  the  argument 
that  among  industries,  lumber  manufacture  is  in  a  class 
by  itself. 

The  competitive  situation  in  the  industry  is 
accentuated  by  conditions  utterly  beyond 
human  control.  Mr.  Bloedel,  at  the  confer¬ 
ence  referred  to,  gave  a  suggestion  cover¬ 
ing  this  thought. 


Twelfth : 

Natural 

Elements. 


“A  situation  has  arisen  right  now  we  are  very 
fearful  of.  We  have  had  most  unusual  weather  con¬ 
ditions  which  have  shut  all  the  mills  down  there  since 
the  day  before  Christmas.  There  has  been  prac¬ 
tically  no  production  out  there.  We  have  five  feet  of 
snow.  The  result  is  that  instead  of  having  a  normal 
production  for  the  month  of  January  of,  we  will  say, 
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one-twelfth  of  one-quarter  of  a  billion  feet  (a  quarter 
of  a  billion  feet  being  the  annual  production)  there 
has  been  practically  nothing,  and  that  has  a  tendency 
of  abnormally  raising  prices  which  will,  in  a  month 
or  two,  induce  a  lot  of  newcomers,  timber  holders,  and 
new  plants,  with  the  result  that  in  the  months  of  June 
and  July  we  will  be  over-burdened  with  over-produc¬ 
tion. 

“I  have  just  come  from  a  trip  through  the  retail 
yards  in  North  Dakota,  Minnesota,  and  some  in  Wis¬ 
consin,  and  they  say  our  price  on  the  Coast  is  such 
that  they  do  not  know  where  they  are.  ’  ’ 


Element  of 
Service. 


Mr.  Babcock,  at  the  Tacoma  hearing,  further  expressed 
this  suggestion. 

Thirteenth :  Quality,  service  and  price  are  the  basic 
elements  involved  in  competitive  warfare. 

Absence  of  The  element>  quality,  is  not  in  play.* 

usual  com-  One  board  is  like  unto  another.  Tea,  cof- 
petitive  fee,  sugar,  clothing,  shoes,  etc.,  may  differ 

conditions.  jn  quality,  but  for  the  particular  need, 

boards  are  boards. 

As  to  service,  the  mill,  speaking  broadly,  does  not  serve 
the  public,  but  distributes  its  product  through  the  medium 
of  jobber,  wholesaler,  commission  mer¬ 
chant,  or  retailer.  True,  one  operator 
may  push  his  stock  more  effectively  than 
another,  but  energy  cannot  overcome  a  glutted  market. 
The  article  is  standard,  but  the  price  unstable.  Service 
is  important  when  quality  and  price  are  uniform.  Price 
is  the  only  competitive  element  that  is  active;  too  active! 
The  product  is  standard  and  of  wide  use.  Unlike  other 
standard  products  of  general  use,  however, 
such  as  sugar,  oil,  steel  rails,  where  the 
competitive  element  is,  to  a  degree  at  least,  under  control, 
boards  are  produced  over  a  wide  area,  by  a  vast  multitude, 
serving  common  markets;  the  boards  in  each  held  of  pro¬ 
duction  in  competition  with  each  other,  and  the  various 

*  We  do  not  here  include  certain  of  the  hard  woods  where  quality  does 
play  a  part. 


Price. 


65 


fields  constantly  seeking  market  opportunity  as  against 
all  other  fields.  Free  and  open  competition,  the  shibbo¬ 
leth  of  popular  favor ,  is  exemplified  to  the  limit  in  this 
industry.  Price  is  of  prime  concern  to  the  vast  majority 
of  purchasers.  The  public  does  not  study  the  factors 
that  influence  price.  In  a  basic  sense,  however,  the  pub¬ 
lic,  in  the  long  run,  pays  the  bill  if  an  industry  goes  on 
the  rocks  as  a  result  of  unfair  competitive  conditions, 
and  especially  must  this  be  true  when  a  natural  resource 
is  the  victim  of  the  evil  situation.  As  already  stated, 
monopoly  is  to  be  avoided;  so  likewise  is  unregulated 
competition,  when,  due  to  inhering  conditions,  it  tends  to 
demoralize  investment,  cripple  labor,  and  gives  no  result¬ 
ant  benefit  to  the  public.  General  Roger  A.  Pryor  lays 
down  the  following  general  rules  as  governing  competi¬ 
tive  conditions : 

*  “1.  Competition  between  buyers  of  the  raw  ma¬ 
terial  enhances  the  price  to  the  producer. 

“2.  Competition  between  sellers  of  the  manufac¬ 
tured  article  reduces  its  price  to  the  consumer. 

“3.  Reduction  of  price  multiplies  the  number  of 
consumers. 

“4.  Increase  of  consumption  stimulates  produc¬ 
tion  to  supply  the  increased  demand. 

“5.  Increase  of  production  implies  an  increase  in 
the  employment  of  labor. 

“6.  Competition  between  the  employers  of  labor 
enhances  the  wages  of  labor. 

“7.  Enhancement  of  the  wages  of  labor  involves 
the  material  and  moral  amelioration  of  the  condition 
of  the  laboring  class. 

“8.  Competition  to  sell  stimulates  to  improve¬ 
ments  in  the  quality  of  the  article  offered. 

“9.  Competition  to  sell  urging  reduction  in  the 
cost  of  the  article,  ingenuity  is  quickened  to  the  in¬ 
vention  of  expense-saving  and  labor-saving  ma¬ 
chinery,  and  so  a  stimulus  is  applied  to  the  progress 
of  the  useful  arts  and  sciences. 

“In  short,  competition  ministers  to  the  welfare 

*“  Concentration  and  Control,’'  C.  R.  Van  Hise,  pp.  74-75. 
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of  all  classes  of  the  community,  and  augments  the 
resources  and  power  of  the  state.  But  the  evil  of 
excessive  competition  is  counteracted  and  arrested 
by  the  principle  of  self-interest  and  the  operation  of 
the  law  of  supply  and  demand.  ’  ’ 

As  to  these  rules  in  their  order : 

1.  Due  to  overproduction,  competition  in  this  industry 
between  buyers  has  the  reverse  effect  than  indicated. 
Buyers,  being  thoroughly  familiar  with  mill  conditions, 
are  able  to  dictate  prices. 

2.  Mill  operators  do  not  sell,  as  a  rule,  to  the  con¬ 
sumer.  It  is  true,  however,  that  competition  between 
them  reduces  the  price  to  the  buyer,  be  he  retailer,  jobber, 
wholesaler,  or  mail  order  house. 

3.  Mill  operators  have  no  control  over  price  to  con¬ 
sumers.  Hence  this  rule  lias  no  application. 

4.  Production  is  always  ahead  of  demand.  The  rule 
here  in  question  has  application  to  an  industry  that  is 
naturally  stimulated  by  demand.  The  trouble  with  lum¬ 
ber  manufacture  is  that  its  potential  production  is  far 
beyond  any  possible  demand.  Improvement  in  market 
conditions  stimulates  this  reserve  capacity,  in  a  brief 
space  prices  tumble. 

5.  As  suggested,  production  is  constantly  ahead  of 
consumption,  therefore  rule  5  has  little  application  to 
conditions  here  considered. 

6.  As  made  manifest  by  the  record,  excessive  compe¬ 
tition  in  this  industry  places  a  burden  on  labor,  rather 
than  stimulating  opportunity. 

7.  The  suggestion  under  6  carries  with  it  answer  to  7. 

8.  This  rule  applies  only  to  those  industries  where 
workmanship  enters  into  quality  and  appearance.  In 
lumber  manufacture,  excessive  competition  tends  to  di¬ 
minish  efficiency.  Only  by  allowing  operators  to  cooper¬ 
ate  to  the  extent  of  properly  regulating  competition  can 
the  best  results  be  obtained,  and  this  because  of  the 
unique  status  of  this  particular  industry. 


67 


9.  This  rule  recognizes  the  evil  of  excessive  compe¬ 
tition.  Self-interest,  which,  as  a  rule,  keeps  supply  and 
demand  together,  has  no  chance  of  asserting  itself  under 
present  conditions  in  lumber  manufacture. 


Having  in  mind  the  predominant  production  of  the 
competing  woods — fir,  yellow  pine  and  hemlock ;  the  trees 
in  the  background  pressing  for  conversion;  the  multitude 
of  mills  seeking  the  same  markets ;  the  army  of  buyers, 
both  wholesale  and  retail ;  the  constant  encroachment  of 
the  substitute;  Government  timber  ready  to  fill  any  emer¬ 
gency;  the  wide  spread  of  the  industry  and  this  involving 
transportation — these  and  other  elements  considered,  can 
it  be  urged  in  reason  that  monopoly  or  trade  restraint  is 
possible? 


The  foregoing  indicate  the  characteristics  of  this  in¬ 
dustry  as  a  whole.  There  are  other  factors  that  further 
differentiate  its  activity,  but  sufficient  are  suggested  to 
mark  it  as  an  industry  of  peculiar  and  unique  status. 
Having  these  basic  peculiarities  in  mind,  glance  at  a 
forest  survey  map,  and  notice  the  spread  of  mill  activity. 

LUMBER  CUT  BY  STATES,  1909. 

U.  S.  Census. 


State. 

Number 
of  Mills. 

Cut  M.  Feet. 

Washington . 

.  1,143 

3,862,916 

Louisiana . 

.  658 

3,553,918 

Mississippi . 

.  1,795 

2,572,669 

North  Carolina . 

.  3,307 

2,177,715 

Arkansas  . 

.  2,060 

2,111,300 

Virginia  . 

.  3,511 

2,101,716 

Texas  . 

.  719 

2,099,130 

Wisconsin . 

.  1,241 

2,025,038 

Oregon . 

.  696 

1,898,995 

Michigan . 

.  1,323 

1,889,724 
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State. 

Xurnber 
of  Mills. 

Cut  M.  Feet. 

Alabama . . . 

.  2,188 

1,691,001 

Minnesota  . 

.  745 

1,561,508 

West  Virginia . 

.  1,524 

1,472,942 

Penns  vlvania . 

.  3,054 

1,462,771 

Georgia  . 

.  2,083 

1,342,249 

Tennessee . 

.  2,643 

1,223,849 

Florida . 

.  491 

1,201,734 

California  . 

.  305 

1,143,507 

Maine  . 

.  1,243 

1,111,565 

South  Carolina . 

. .  1,048 

897,660 

Kentuckv . 

.  2,372 

860,712 

New  York . 

.  2,308 

681,440 

Missouri . 

.  2,076 

660,159 

Yew  Hampshire  . . 

.  708 

649,606 

Idaho  . 

.  304 

645,800 

Indiana . 

.  1,604 

556,418 

Ohio . . . 

.  1,632  - 

542,904 

Massachusetts  ........ 

.  643 

361,200 

Vermont . .  . . 

.  725 

351,571 

Montana . 

.  180 

308,582 

Others . . . 

.  3,783 

1,491,462 

Total . . . 48,112 


44,509,761 


Large  and 
Small  Mills. 


TCe  do  not  wish  to  be  understood  as  seeking  to  convey 
the  impression  that  the  vast  number  of  mills  above  tabu¬ 
lated  are  all  large  and  representative  op¬ 
erations.  In  fact,  about  one  thousand  of 
the  whole,  cut  approximately  one-half  the 
output.  For  instance,  in  Ohio  there  are  about  1,532 
small,  portable  mills.  These  plants  cut  in  1909,  540,000,- 
000  feet.  The  territory  served  is  largely,  if  not  entirely, 
local.  The  investment  represented  by  these  mills  is  small 
as  compared  with  the  operations  in  the  South,  on  the 
Coast  or  in  California.  Although  many  of  the  larger 
operations  have  gone  to  the  wall,  the  great  majority  of 
failures  have  been  the  small  or  financially  weak  plants. 
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A  saving  clause  in  the  entire  situation  is  found  in  the 
fact  that  a  comparatively  few  mills,  about  a  thousand, 
make  one-half  the  lumber.  If  courage,  vision  and  intelli¬ 
gence  is  used  these  may  be  organized  for  efficient  utiliza¬ 
tion  and  economic  sendee  and  in  thus  putting  their  own 
affairs  in  order  tend  to  blaze  the  trail  of  stability  for  their 
weaker  brethren.  In  other  words,  substantial  operations 
will  be  compelled  to  carry  the  burden  of  organization,  and 
the  smaller  plants  will  profit.  Mr.  Keith  brought  out  this 
point  at  the  February  conference : 

“The  Chairman:  How  would  you  to  propose  to 
bring  about  a  situation  where  consumption  would 
approximate  production,  practically  ?  What  you  feel 
it  necessary  to  do? 

“Mr.  Keith:  The  only  practical  way,  Mr.  Chair¬ 
man,  in  which  it  can  be  done  would  be,  first,  that  the 
larger  operators  would  have  to  bear  the  burden  of  the 
entire  reduction  of  output,  because  you  could  not  get 
all  of  the  small  people  to  enter  into  an  agreement  of 
that  character.  You  take  in  the  South  where  the  fig¬ 
ures  of  1909,  the  last  correct  census  return,  which  was 
a  somewhat  complete  census  return,  showed  there 
were  17,359  mills  in  the  South,  and  in  our  Association, 
at  the  present  time,  the  Southern  Pine  Association,  we 
have  approximately  180  plants.  Now,  these  180 
plants  have  a  capacity  of  about  five  billion  feet.  The 
total  production  of  the  South  at  the  present  time  is 
in  the  neighborhood  of  between  twelve  and  fourteen 
billion  feet. 

‘  ‘  The  Chairman :  What  would  it  be  in  percentage 
of  the  plants? 

‘  ‘  Mr.  Keith :  In  percentage  of  plants  the  Associa¬ 
tion  would  have  in  the  neighborhood  of  1  per  cent. 
In  production  it  has  practically  five-twelfths  of  the 
present  production  of  yellow  pine.  I  assume  that  the 
production  of  yellow  pine  is  not  much  more  than 
twelve  billion  feet— it  may  be  a  little  more  than  that. 
If  we  could  have  a  complete  census  return  it  might 
possibly  be  as  high  as  fourteen  billion  feet,  but  those 
180  mills  would  have  to  bear  the  burden  of  the  whole 
17,359,  that  is,  if  there  was  a  2  per  cent  under-con¬ 
sumption  or  overproduction  in  the  South.  These  180 
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.mills  having  five-twelftlis  of  the  production  would 
bear  the  whole  disability.” 

There  is  food  for  -thought  in  the  matter  we  here  con¬ 
sider.  The  basic  purpose  of  the  Sherman  Law  is  to  keep 
the  channels  of  trade  open,  that  the  public 

Impossible  to  ,  „  .  ,  ,  ,T  .  ,  •  ■ 

Restrain  Trade,  may  be  fairly  served.  No  organization  m 

this  industry  could  possibly  obstruct  this 

free  flow  and  this  due  to  the  vast  numbers  engaged  and 

the  presence  of  the  competing  substitute.  Further,  such 

an  organization  could  have  no  potential  capacity  to  crush 

competition.  Its  sole  effect  on  such  competition  would 

be  to  strengthen  it  cdong  lines  of  its  own  effort.  In  other 

words,  the  intimate  factors  understood,  no  phase  of  the 

Sherman  Law  could  be  brought  into  play.  Knowledge 

of  the  facts  is  the  hey  to  the  situation! 

As  we  have  suggested,  the  woods  of  greatest  production 
are  competitive  for  the  same  central  markets. 

LUMBER  CUT  BY  SPECIES,  1909. 

U.  S.  Census. 


Kind. 

No.  Mills 
Producing. 

Total 

Cut  M.  Feet. 

Yellow  pine . 

. . . .  .17,359 

16,277,185 

Douglas  fir . 

.  1,499 

4,856,378 

Oak  . 

. 28,459 

4,414,457 

White  pine . 

.  9,355 

3,900,034 

Hemlock . 

.  8,572 

3,051,399 

Spruce . 

.  4,279 

1,748,547 

Western  pine . 

.  1,347 

1,499,985 

Maple  . 

. 10,858 

1,106,604 

Cypress . 

.  1,504 

955,635 

Yellow  poplar  .  .  .  . 

. 10,770 

858,500 

Gum . 

.  4,743 

706,945 

Chestnut . 

.  8,968 

663,891 

Redwood  . 

.  69 

521,630 

Beech . 

.  7,701 

511,244 

Birch . 

.  4,608 

452,370 

Basswood . 

.  6,973 

399,151 
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No.  Mills  Total 

Producing.  Cut  M.  Feet. 


Elm .  8,028  347,456 

Cedar .  1,320  346,008 

Hickory  .  7,796  333,929 

Ash  .  8,930  291,209 

Cottonwood .  2,922  265,600 

Larch .  230  264,022 

Tamarack .  1,148  157,192 

Balsam  fir .  1,415  108,702 

Sugar  pine .  97  97,191 

Others  .  374*497 


Totals .  44,509,761 


Narrow  Mar  din  of  Realization. 

In  connection  with  the  inherent  elements  that  make  for 
excessive  competition,  consider  the  narrow  margin  on 
which  the  manufacturer  must  do  his  business,  and  this 
regardless  of  good  or  evil  times.  During  the  oral  argu¬ 
ment  a  chart  was  shown.  It  presented  in  vivid  fashion 
the  elements  of  cost  in  the  construction  of  an  ordinary 
dwelling  at  Omaha  or  Chicago.  The  figures  were  as 
follows : 

Seven-room,  two-story  house.  Carpenter  labor  at  40c 
per  hour.  Published  in  “ National  Builder,”  October, 
1912,  and  figured  on  Omaha  basis : 


Excavation  and  masonry .  $324.60 

Lumber  bill .  665.97 

Mill  work .  284.07 

Carpenter  labor .  509.82 

Hardware  and  nails .  62.00 

Tin  work  . .  48.00 

Plastering,  685  yards,  28c .  191.80 

Plumbing  .  270.00 

Electric  wiring .  45.00 

Painting  . 150.00 

Furnace .  140.00 

Incidentals  5%  .  134.56 


Total  estimate . $2,825.82 


72 


The  cost  of  lumber  delivered  on  the  job  is  only  24  per 
cent  of  total  cost  of  the  structure.  The  cost  of  the  same 
residence  erected  in  Chicago  today  would  be  slightly  less 
for  the  lumber  bill,  but  twice  as  great  for  excavating,  75 
per  cent  more  for  carpenter  labor,  and  greater  for  all 
items  involving  labor. 

The  total  cost  of  this  lionse  built  in  Chicago  today  at 
going  prices  for  labor  and  material  would  be  at  least 
$3,500,  of  which  bill  for  lumber  delivered  at  the  building 
site  would  not  exceed  $650,  or  18  per  cent  of  the  total 
cost,  while  the  carpenter  bill  at  70c  per  hour  (Chicago 
union  scale)  would  be  $890.  Hence  the  carpenter  bill 
would  be  37  per  cent  greater  than  the  lumber  bill. 

The  house  contains  approximately  20,000  feet  of  lum¬ 
ber.  In  round  numbers,  the  cost  of  the  lumber  bill  is 
distributed  as  follows : 


Received  by  manufacturer . $380.00 

Freight .  130.00 

Retailer  .  140.00 


$650.00 

Hence  the  $380  received  at  the  sawmill  for  the  lumber 
bill  amounts  to  less  than  11  per  cent  of  the  cost  of  the 
profit  finished  residence.  The  $380  received 

f.  o.  b.  cars  at  the  mill  is  distributed  as  fol¬ 
lows  :  $44  for  general  expenses,  $87  for  material  and 

supplies,  $143  for  labor  and  $106  for  the  tree  and  profit, 
if  any.  An  advance  as  great  as  $5  per  thousand  feet  in 
the  price  received  by  the  lumber  manufacturer  would  be 
an  increase  of  practically  100  per  cent  in  his  returns  for 
his  tree  and  profit,  yet  it  would  raise  the  cost  of  the  fin¬ 
ished  residence  only  $100,  or  less  than  3  per  cent. 

These  are  not  theoretical  figures,  but  the  practical  ex¬ 
perience  of  everyday  life.  Within  the  margin  of  that 
$106  result  lies  the  solution  of  the  riddle.  Within  it  are 
the  factors  of  irreparable  forest  waste,  labor  loss  and 
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business  demoralization ;  or,  a  living  profit  on  investment, 
scientific  cutting  of  our  trees,  and  a  just  wage  to  labor. 

This  data,  in  conjunction  with  matters  outlined,  must 
drive  home  the  outstanding  fact  that  we  are  dealing  with 
an  industry  of  great  volume,  requiring  much  capital,  with 
a  very  narroiv  margin  of  ultimate  realization.  Taking 
into  account  the  elements  passed  in  review,  it  must  be 
clear  that  this  feather-edge  condition  surely  calls  for 
stability. 


To  have  grasp  and  understanding  of  the  industry,  and 
its  weaknesses,  it  is  essential  that  we  visualize  the  varied 
elements  of  the  picture  as  a  whole,  assimilating  the  enor¬ 
mous  output  of  one  common  product  in  connection  with 
the  national  and  international  markets  to  be  served  and 
the  wide-flung  area  of  operations. 

When  we  unfold  the  data  disclosing  cost  and  realiza¬ 
tion  in  the  different  fields  of  operation,  and  study  the  net 
result  of  labor’s  effort  and  capital  investment,  the  sig¬ 
nificance  of  assembling  all  the  varied  phases  of  the  in¬ 
dustry  into  one  comprehensive  mental  picture  must  be 
manifest. 


Coal 

Operations. 


Comparison  with  Coal. 

In  considering  the  affirmative  factors  present  that  make 
for  unhealthy  competitive  conditions,  it  is  well  to  have  in 
mind  certain  negative  considerations.  No 
element  presents  itself  that  suggests  possi¬ 
bility  of  industrial  control.  The  industry 
lias  no  localised  possibility.  A  rather  forcible  illustra¬ 
tion  of  the  thought  is  found  in  anthracite,  as  distinguished 
from  bituminous  coal  operations.  The  anthracite  field  is 
limited  in  area,  and  subject  to  control  more  or  less 
monopolistic  in  character.  A  half-dozen  great  corpora¬ 
tions  dominate  the  output  of  a  natural  resource  of  uni¬ 
versal  demand. 
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In  tlie  March,  1916,  Bulletin  of  the  Bureau  of  Labor 
Statistics  it  is  stated : 


Anthracite 
1916  Bulletin. 


“The  anthracite  coal  industry  is  peculiar  for 
a  number  of  well  known  reasons :  First,  it  is  geo¬ 
graphically  concentrated.  Nearly  all 
of  the  anthracite  coal  production  of 
the  United  States  is  confined  to  five 
counties  of  Pennsylvania,  and  nearly  the  entire  sup¬ 
ply  lies  in  an  area  of  496  square  miles.  Second,  it  is 
concentrated  in  its  financial  control.  Seven  large 
mining  companies,  which  have  been  under  the  own¬ 
ership  and  control  of  the  anthracite  coal-carrying 
railroads,  and  united  in  a  community  of  interests 
which  has  been  dominated  by  a  group  of  financial 
interests  in  New  York  City,  produced  over  one-half 
of  the  anthracite  coal  and  purchased  the  output  of  a 
large  proportion  of  the  independent  operators.” 


The  bituminous  coal  situation  is  the  reverse. 

The  census  of  1910  gives  the  following  figures : 

Number  of  bituminous  coal  operators  in 


Bituminous.  the  United  States  in  1909.  .  3,503 

Number  of  mines  operated .  .  6,01 3 

Number  of  acres  controlled .  6,573,186 

Number  of  acres  owned .  4,549,412 

Number  of  men  employed .  592,677 


Capital  invested . $1,062,197,083 

The  difference  between  the  number  of  acres  of  land 


controlled  and  owned  is  represented  by  the  land  operated 
under  leases,  like  the  Indian  coal  lands  in  Oklahoma. 

That  there  is,  economic  waste  in  this  industry  is  now 
admitted  by  every  student  of  this  natural  resource. 

In  Bulletin  No.  47  of  the  United  States  Bureau  of 


Mines,  Dr.  J.  A.  Holmes  (now  deceased),  Director  of 
the  Bureau,  states : 


“During  the  past  year  (1911)  in  producing  500,- 
000,000  tons  of  coal  we  wasted  or  left  underground 
in  such  a  condition  that  it  will  prob¬ 
ably  not  be  recovered  in  the  future, 
250,000,000  tons  of  coal.  In  a  higher 
way,  our  mineral  resources  should  be  regarded  as 


Dr.  J.  A. 
Holmes. 
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property  to  be  held  in  trust  with  regard  to  both  the 
present  and  future  needs  of  the  country.  Neither 
human  labor  nor  human  agency  has  contributed  to 
their  intrinsic  value  and  whatever  rights  the  indi¬ 
vidual  may  possess  have  been  derived  from  the  gen¬ 
eral  government.  The  government  does  not  sur¬ 
render  its  right,  and  should  not  neglect  its  duty  to 
safeguard  the  welfare  of  its  future  citizens  by  pre¬ 
venting  the  waste  of  these  resources.” 

This  condition  is  due  to  the  industry’s  inhering  con¬ 
ditions  that  impel  destructive  competition.  The  spread 
of  activity  embraces  many  states;  the  operators  numer¬ 
ous;  markets,  generally  speaking,  common;  production 
competitive;  the  margin  of  realization  narrow.  The  true 
problem  here,  as  in  lumber  manufacture,  is  not  monopoly 
or  undue  trade  restraint,  but,  how  can  cut-tliroat  com¬ 
petition  be  overcome,  and  at  the  same  time  preserve  in¬ 
dividual  initiative  and  the  stimulating  effect  on  human 
energy  that  flow  from  healthful  competitive  conditions? 

#1  Mr.  Carl  Scliolz  of  Chicago,  speaking  of  bituminous 
coal  conditions  in  Illinois  and  Indiana,  states  in  part: 

“The  normal  state  of  this  industry  for  some  years 
has  been  such  as  to  endanger  the  lives  of  the  miners, 
waste  the  coal  reserve  which  now  insures  the  safety 
of  the  eastern  part  of  the  country  and  deprive  these 
operators  of  any  hope  of  profit.  The  recent  general 
business  depression  has  caused  an  intense  exaggera¬ 
tion  of  this  dangerous  condition.  The  near  future 
contains  nothing  but  disaster  unless  some  relief  is 
extended.  What  follows  summarizes  the  fact. 

“This  coal  sells  in  a  market  embracing  eighteen 
states.  The  business  is  therefore  interstate.  For 
that  reason  these  operators  are  amen- 
Cari  Schoiz.  able  to  the  anti-trust  laws  which,  they 
believe,  forbid  any  cooperation  among 
them.  Because  they  cannot  cooperate,  they  cannot 
simplify  their  selling  methods  or  reduce  their  selling 
and  operating  costs. 

*!  Statement  of  Facts  concerning  conditions  in  the  bituminous  coal  indus¬ 
try  in  Illinois  and  Indiana,  published  Dec.,  1914.  This  is  an  illuminating 
article  and  with  the  Commission’s  permission  I  will  file  it  with  the  brief. 


r 
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‘  ‘  Tlieir  mines  are  within  these  two  states  and  can¬ 
not  be  removed  therefrom.  The  states,  therefore, 
regulate  their  operating  methods. 

“The  effect  of  the  nation’s  anti-trust  laws  is  to 
cause  them  to  compete  without  restraint.  This  un¬ 
restrained  competition  has  yielded  a  decreasing  sell¬ 
ing  price.  The  states’  laws,  which  were  enacted  to 
assure  the  safety  and  the  social  welfare  of  the 
miners,  have  resulted  in  a  rising  production  cost. 
The  effects  of  these  two  sets  of  laws  have  moved  in 
opposite  directions.  The  rising  cost  of  production 
and  the  falling  selling  price  have  long  since  made 
profit  impossible  and  now  threaten  the  safety  of  the 
whole  business  structure  as  well  as  of  the  miners 
and  the  public.  *  *  * 

“Another  effect  of  enforced  competition  has  been 
intense  individualism.  In  consequence,  they  have 
opened  three  mines  where  only  two  were  needed; 
they  have  employed  three  men  where  only  two  were 
necessary.  These  mines  and  men  can  find  produc¬ 
tive  work  only  during  175  instead  of  a  possible  300 
days  in  a  year.  *  *  * 

“For  every  two  acres  of  coal  land  which  they  ex¬ 
haust,  they  leave  one  acre  of  coal  unrecovered  and 
unrecoverable  in  the  ground.  This  means  that  in 
Illinois,  each  year,  there  is  exhausted  12,000  acres  of 
coal  land,  whereas  the  exhaustion  should  be  but 
8,000  acres.  In  Indiana  there  is  exhausted  each 
year  3,000  acres,  whereas  there  should  be  ex¬ 
hausted  but  2,000  acres.  In  the  nation  there  is  ex¬ 
hausted  each  year  100,000  acres,  whereas  the  ex¬ 
haustion  should  be  but  65,000  or  70,000  acres.  It  is 
significant,  here,  that  these  are  two  of  the  five  states 
which  produce  more  than  80  per  cent  of  the  coal  con¬ 
sumed  in  America.  This  means  to  say  that  this 
alarming  waste  is  taking  place  next  door  to  the  cen¬ 
ters  of  greatest  density  of  population.  It  is  endan¬ 
gering  the  near  future  of  the  very  heart  of  this 
nation. 

“These  operators,  caught  between  the  conflicting 
regulations  of  the  states  and  the  nation,  yet  under 
compulsion  to  obey  both,  are  powerless  to  prevent 
this  waste.  Only  the  nation  can  reverse  this  ten¬ 
dency  and  provide  against  it.  This  statement  is 
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made  in  the  hope  that  some  suggestion  will  be  made 
which  will  bring  the  relief  needed. 

Is  not  this  argument  replete  with  suggestion  applicable 
to  the  matter  before  the  Commission f 
Professor  Van  Hise  in  his  address  before  the  Chamber 
of  Commerce  of  the  United  States  said : 

“At  the  present  time,  for  bituminous  coal,  the 
enforced  competitive  system  in  an  extreme  form 
exists.  These  mines  could  produce  two  hundred  mil¬ 
lion  tons  more  coal  per  year  than  the  markets  de¬ 
mand.  Since  under  the  Sherman  Act  the  operators 
cannot  cooperate  in  limiting  output,  dividing  terri- 
van  mse  tory,  or  regulating  prices,  they  handle 

their  mines  so  as  to  meet  the  market 
conditions;  this  means  the  mining  of  the  thicker 
veins  in  a  wasteful  fashion,  and  the  neglect  of  the 
thin  veins  in  order  to  get  coal  to  the  market  at  the 
lowest  possible  cost.  If  the  operators  could  agree 
upon  limitation  of  output,  and  division  of  the  mar¬ 
ket,  so  as  to  reduce  freight,  and  could  arrange  for 
reasonable  prices  which  would  give  them  no  more 
than  their  present  profits,  they  would  then  exploit 
coal  conservatively;  for  they  themselves  would  he 
gainers  in  prolonging  the  life  of  their  mines;  and, 
far  more  important,  many  future  generations  would 
be  the  immeasurable  gainers  in  that  they  would  have 
an  adequate  coal  supply. 

“For  timber  the  same  situation  now  exists  as  for 
bituminous  coal.  Extreme  competition  has  been  en¬ 
forced  through  action  against  various  lumber  manu¬ 
facturers’  and  dealers’  associations.  In  consequence 
of  this  the  cutting  of  timber  is  now  being  carried 
on  so  that  the  wastes  in  operation  are  excessive;  for 
only  by  getting  the  timber  on  the  market  at  the  low¬ 
est  rates,  regardless  of  waste,  is  it  possible  to  handle 
the  material  so  as  to  meet  market  conditions  without 
loss.  This  is  the  lamentable  situation  created  by  law 
in  regard  to  a  resource  which  will  last  at  the  present 
rate  of  exploitation  for  scarcely  more  than  fifty 
years. 

“Under  the  enforced  competitive  system,  we  are 
recklessly  skimming  the  cream  of  the  national  re- 
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sources  of  a  virgin  continent  with  no  concern  for 
the  rights  of  our  children  or  our  children’s  children. 
They  will  have  a  heavy  score  against  us  if  we  con¬ 
tinue  to  ignore  the  future  and  compel  the  extreme 
competitive  system  in  total  disregard  of  their 
rights.  ” 


Statistics  on  file  in  the  Bureau  of  Mines  disclose  a 
rather  sad  commentary  upon  American  methods.  It  is 
shown  that  out  of  every  thousand  employed  in  our  coal 
mines  a  larger  death  rate  takes  place  every  year  than  in 
the  coal  operations  of  any  other  nation ;  and  this  in  spite 
of  the  fact  that  our  working  conditions  are  better.  The 
operators  claim  that  this  result  is  due  to  their  inability 
to  adopt  uniform  working  cooperations  which  would  aid 
in  reducing  the  hazard.  They  assert  that  any  such  effort 
on  their  part  would  he  at  once  misinterpreted  as  an  effort 
on  their  part  to  unlawfully  control  prices.  Whatever  the 
fact  may  be,  one  thing  is  sure — the  Government  should  go 
deeply  into  the  problem  for  the  sake  of  the  men  them¬ 
selves.  We  have  not  only  been  wasteful  of  our  wealth, 
but  careless  of  the  welfare  of  the  toilers.  A  situation  of 
this  kind  cannot  be  uncovered  through  the  medium  of 
court  procedure.  The  facts  must  he  studied  on  the 
ground  and  in  the  environment  where  the  men  labor. 

This  Commission  at  this  writing  has  under  way  a  sur¬ 
vey  of  crude-oil  production  in  connection  with  a  study  of 
crude  oil  gasoline  prices.  Undoubtedly  the  Commis¬ 

sion  in  this  field  of  inquiry  will  have  fur¬ 
ther  opportunity  of  studying  those  peculiar  and  basically 
vital  economic  problems  that  inhere  in  those  industries 
that  deal  with  a  natural  one-crop  resource. 

As  an  evidence  of  the  fact  that  the  public  itself  is  will¬ 
ing  to  recognize  the  need  of  curbing  destructive  competi¬ 
tive  conditions  is  shown  by  the  action  of  the  Oklahoma 
Commission  of  Corporations  in  issuing  an  order  fixing  a 
price  below  which  crude-oil  producers  were  forbidden  to 
sell  their  product.  This  ruling  was  the  result  of  wide- 
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spread  public  discussion.  The  evil  of  unrestrained  com¬ 
petition  in  this  instance  was  brought  home  to  the  public 
by  reason  of  the  fact  that  the  lack  of  stability  in  the 
state’s  prime  industry  touched  business  and  labor  gen¬ 
erally.  When  the  public  feels  the  pinch,  the  remedy  is 
swift  and  certain. 

The  fact  that  lumber  manufacture  is  far  removed  and 
its  processes  not  in  intimate  contact  with  farm,  village, 
town,  or  city,  does  not  in  the  least  alter  or  change  the  fact 
that  instability  carries  the  same  load  of  demoralization 
to  investment,  and  loss  to  state  and  nation. 

If  the  people  are  advised  of  the  facts  and  their  own 
interest  clearly  shown,  the  remedy  will  not  only  come, 
but  quickly.  The  public  mind  may,  at  times,  bo  over¬ 
cautious  touching  privileges  to  be  granted  private  invest¬ 
ment.  Put  all  the  facts  in  the  open,  however,  and  if  error 
needs  correction,  your  public  is  a  wise  and  just  master. 

Surely  the  nation  must  soon  realize  that  we  cannot  con¬ 
tinue  the  useless  and  wicked  waste  of  nature’s  bounty. 
If  we  are  not  to  change  our  political  and  economic  policy 
as  to  industry  generally,  and  this  due  to  fear  of  too  in¬ 
tensive  centralization,  yet  the  need  of  saving  the  nation’s 
natural  wealth  is  so  manifest  that  industries  such  as 
bituminous  coal  and  lumber  should  be  classified  and  under 
observation  be  permitted  to  indulge  in  those  forms  of 
cooperative  endeavor  that  will  result  in  saving  economic 
loss,  while  still  preserving  the  essential  value  of  competi¬ 
tive  activity. 

No  matter  what  our  view  may  be  as  to  Germany’s  mili¬ 
tary  policy,  one  thing  is  certain,  she  has  taught  the  world 
as  to  the  profound  national  value  of  industrial  efficiency. 
Her  military  genius,  great  as  it  is,  could  not  have  main¬ 
tained  itself  were  it  not  for  her  ability  to  mobilize  the 
industrial  units  of  the  Empire. 

Even  at  this  writing  we  read  of  the  indomitable  energy 
of  this  people  in  building  for  the  future.  In  a  Chicago 
news  despatch,  dated  May  12,  we  find  the  following: 

“Four  hundred  acres  of  land  in  Grunewald  Park, 
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a  favorite  resort  of  the  people  of  Berlin,  lying  south¬ 
west  of  the  city,  has  been  converted  into  a  forest. 
A  report  issued  today  hy  the  Berlin  forestry  depart¬ 
ment  shows  that  1,600,000  trees  have  been  planted.  ’  ’ 

Neutral  or  partisan,  we  must  acknowledge  that  Ger¬ 
many  makes  plain  the  road  to  national  power.  She  not 
only  protects  her  resources  against  waste,  but,  by  the  use 
of  constructive  policies,  seeks  to  keep  herself  perpetually 
supplied. 

When  we  discuss  Remedies,  the  Westphalia  cooperative 
plan  will  he  reviewed.  For  years  Germany  suffered  as 
we  do  in  the  waste  of  her  coal  deposits. 
Our  Lesson  By  a  broad  national  policy  she  met  the 
From  Germany,  difficulty  and  solved  it.  Waste  was  elimi¬ 
nated;  labor  conditions  improved;  invest¬ 
ment  stabilized  and  the  public  more  efficiently  served.  Is 
Democracy  incapable  of  such  achievement?  High  sound¬ 
ing  phrases  will  not  meet  the  need.  If  certain  of  our 
cherished,  but  possibly  unsound,  theories  are  to  he  shat¬ 
tered,  the  die  must  he  cast,  or  as  a  nation  we  camiot  blaze 
the  trail  to  the  consummation  of  our  highest  hopes. 


When  yon  study  the  status  of  anthracite  as  distin¬ 
guished  from  bituminous  operations,  the  fact  becomes 
manifest  that  an  industry  dealing  with  a  natural  resource 
of  great  spread  and  numerous  units  must  naturally  suffer 
from  uncontrolled  competitive  conditions.  Anthracite 
does  not  carry  the  same  burden  of  waste  as  bituminous 
and  this  is  due  to  the  narrower  field  and  the  fewer  units 
of  activity.  Professor  Yan  Hise  in  his  work  on  Con¬ 
centration  and  Control  indicates  that  there  is  great  waste 
even  in  anthracite  operations.  We  understand  that  he 
has  modified  his  views  on  this  point.  Waste 
coal  Field  in  this  field  has,  in  a  measure,  been  over¬ 
wastes.  come.  This  is  undoubtedly  due  to  greater 

stability.  Under  present  conditions  waste 
cannot  be  overcome  in  bituminous  operations,  and  this 
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due  to  an  utter  lack  of  stability.  This  element  is  only 
possible  through  intelligent,  open,  and  organized  coordi¬ 
nation  of  effort. 

In  bituminous  coal  mining  and  lumber  manufacture, 
labor  is  the  prime  element  of  cost.  Is  it  not  extraordi¬ 
nary  that  in  a  nation  where  political  parties  are  always 
expounding  the  rights  of  labor,  that  we,  through  law, 
handicap  labor  in  the  fields  of  its  greatest  opportunity? 

In  the  published  statement  already  referred  to,  Mr. 
Roosevelt  further  stated : 


“Germany  has  taken  care  of  her  working  classes 
at  the  same  time  that  she  has  taken  care  of  her 
Roosevelt  business  interests.  Her  program  has 

been  constructive  and  not  destructive. 

“Over  here,  on  the  contrary,  the  programs  that 
have  been  put  into  effect  have  mainly  been  purely 
destructive  programs;  and  our  effort  has  been  to 
take  care  of  the  working  classes  by  hitting  at  busi¬ 
ness  interests,  instead  of  encouraging  business  inter¬ 
ests  at  the  same  time  that  we  insist  that  they  them¬ 
selves  take  care  of  the  wage  workers  and  do  them 
full  justice — justice  in  wages,  justice  in  housing,  jus¬ 
tice  in  sanitary  conditions,  justice  in  every  shape  and 
way.  ’  ’ 


We  are  advised  that  the  Commission  intends  making 
a  survey  of  bituminous  coal  conditions.  No  study  could 
be  of  greater  aid  to  lumber  manufacture  than  such  an 
investigation. 

Although  conversion  processes  are  different, — both  in¬ 
dustries  are  destructive  in  their  operations,  and  deal  with 
a  vital  human  need. 


The  record  is  an  open  book  and  makes  plain  the  fact 
that  lumber  manufacture  presents,  in  typical  form,  the 
evil  of  unregulated,  unrestrained,  competitive  conditions. 
The  problem  is  not  trade  restraint,  as  meant  by  the  Sher¬ 
man  Law,  but  rather  how  can  we  best  restrain  wasteful 
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and  unfair  competition  f  Tliat  is  tlie  milk  in  this  cocoa- 
nnt.  If  we  do  not  now  rise  equal  to  tlie  task,  those  who 
follow  after  ns  will  have  the  vision  and  grasp  to  do  so. 
In  the  meantime,  the  riot  of  waste  and  business  demorali¬ 
zation  will  have  to  go  on.  TCe  have  faith,  however,  in  the 
courage,  comprehension  and  good  sense  of  this  Commis¬ 
sion,  and  a  way  will  be  found. 

Financial  Failures. 


Making  evident  the  natural  outcome  of  this  unhealthy 
and  basically  unsound  economic  situation,  note  the  fail¬ 
ures  that  have  followed  in  the  wake  of 
these  competitive  conditions :  The  follow 
ing  i-  a  statement  of  failures  in  lumber  manufacture,  as 

o  J 

reported  by  Dun’s  Review,  for  the  last  five  years: 


Bankruptcy. 


Years  - 

Firms 

Liabilities 

1910 

127  - 

$11,806,271 

1911 

116 

16,000,205 

1912 

121 

12,971,002 

1913 

505 

19.160,891 

1911 

181 

22,517,908 

=£*  6  i  * 


“In  the  past,  the  disastrous  competition  which 
has  led  to  ruin  has  been  largely  confined  to  the  small 
concerns.  "When  there  is  severe  competition  of  many 
small  manufacturers  or  sellers,  a  number  of  them 
van  Hise  with  relatively  small  capital  fail.  The 

fact  that  from  10  to  20  per  cent  of 
them  go  to  the  wall  may  not  so  seriously  affect  busi¬ 
ness  as  to  be  generally  noticed :  but  its  total  effect  is 
great,  and,  so  far  as  the  man  whose  business  is  de¬ 
stroyed  is  concerned,  it  is  an  individual  disaster.  As 
the  many  drop  out,  the  competitors  become  fewer 
and  the  competition  becomes  ever  keener.  Finally 
a  situation  arises  where  this  can  no  longer  be  en¬ 
dured.  ’  ’ 

At  the  Conference  of  February  8th,  Mr.  Bloedel  made 
the  following  statement : 

“The  sentiment  in  the  "West  very  generally  is  that 
the  factor  of  over-production  is  such  there  that  some- 


**  “Concentration  and  Control,”  C.  B.  Van  Hise. 
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tiling  must  be  done  to  regulate  the  business  outside 
of  their  own  powers.  We  have  there  a  condition 
Mr  Bioedei.  somewhat  different  from  the  South  in 
so  far  as  we  have  a  large  body  of  mer¬ 
chant  timber  and  it  is  accessible  of  being  opened  up 
at  not  a  great  cost,  and  any  time  when  the  price 
reaches  a  fairly  profitable  basis  the  pressure  from 
local  taxation  is  such  that  it  is  likely  to  be  brought 
on  the  market.  We  have  that  factor,  that  is,  in  a 
much  greater  degree  than  they  have  in  the  South, 
and  it  must  be  recognized.  The  only  basis  on  which 
you  can  prevent  over-exploitation  of  the  industry  is 
by  holding  the  price  at  a  fairly  normal,  steady  value, 
which  permits  only  the  best  properties  to  be  brought 
into  play  and  pay,  whereas  the  less  accessible  ones, 
the  far  remote  ones,  are  not  on  a  basis  where  they 
will  pay  the  proper  ratio  of  stumpage.  Mr.  Keith 
has  just  remarked  that  one  of  the  worst  things  that 
ever  happened  in  the  coal  business  was  over-produc¬ 
tion.  Take  in  the  lumber  business  in  1906,  a  year 
in  which  prices  reached  an  abnormal  figure  and  in¬ 
duced  over-exploitation  in  the  lumber  industry,  Mr. 
Teal  no  doubt  knows  the  business  was  developed  to 
a  great  extent,  and  when  normal  conditions  returned, 
over-production  brought  about  such  a -depreciation 
in  price  and  such  demoralization  that  within  the  last 
five  years,  from  1910  to  1915,  over  one-third  of  the 
entire  operators  of  the  Western  section  of  the  state 
of  Washington  have  failed  and  been  liquidated  by 
the  courts.  ” 

“Now  to  be  sure  that  was  not  one-third  of  the 
volume  of  output,  but  in  addition  to  that  there  were 
at  least  one-tliird  more  who  were  practically  in  cred¬ 
itors’  hands.  I  am  sure  of  this  statement  when  I 
say  that  not  less  than  one-third  of  the  operators 
out  there  at  this  time  are  absolutely  insolvent  in  the 
sense  that  a  going  business  organization  ought  to  be. 
I  have  gone  over  those  figures  pretty  carefully.  Now 
that  is  brought  about  by  over-production,  and  some 
factor  other  than  that  of  any  organization,  now  per¬ 
mitted  within  the  law,  is  necessary  if  we  are  going 
to  regulate  that.  If  we  could  get  together  legally 
and  voluntarily  in  this  thing  now  along  the  lines 
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suck  as  suggested  by  Mr.  Keith,  or  other  lines  which 
would  accomplish  the  same  purpose,  we  ought  to,  in 
a  measure,  regulate  that  production,  and  we  could, 
in  a  measure,  prevent  prices  from  getting  too  high.” 


Common,  as  distinguished  from  skilled,  labor  never 
has  been,  and  in  the  nature  of  things,  never  can  be,  organ¬ 
ized.  In  the  South  attempts  have  been  made  to  organize 
farm  laborers.  The  result,  however,  has  been  negligible. 
The  reason  why  the  bricklayers,  stone  masons,  etc.,  etc., 
can  stabilize  working  conditions,  hours,  and  prices,  is  not 
due  to  superior  mental  grasp  over  that  of  the  farm 
worker,  ditch  digger,  street  cleaners,  or  any  of  the  so- 
called  common  labor  class,  but  rather  to  the  narrower 
field  of  operation.  It  is  not  the  individual :  it  is  the  thing 
done  that  gives  opportunity  for  organized  demand. 

The  natural  laws  that  give  opportunity  to  labor  in  cer¬ 
tain  of  its  fields  of  effort  to  cooperate  in  demand,  and  in 
other  fields  denies  the  opportunity,  is  manifest  in  the 
business  end  of  the  problem.  Some  industries  are  natu¬ 
rally  cohesive.  The  danger  in  such  operations  is  too  in¬ 
tensive  centralization.  Whereas,  in  other  business  ven¬ 
tures  inhering  conditions  naturally  prohibit  monopoly  or 
undue  control.  In  one,  the  law  should  prevent  competi¬ 
tion  being  smothered  by  selfish  control;  in  the  other 
instance,  cooperation  should  be  encouraged  that  competi¬ 
tive  conditions  do  not  bring  about  elimination  of  the 
weaker  units.  If  we  are  to  preserve  the  principle  of  com¬ 
petition,  it  must  be  regulated  and  under  observation. 

There  never  was,  and  in  the  light  of  conditions,  never 
can  be  a  manufacturing  lumber  trust.  There  are  not  only 
Monopoly  more  than  enough  boards  being  made  to 

and  Trade  supply  the  market,  but  too  many  potential 

Restraint  boards  in  the  shape  of  trees  seeking  manu- 

impossibie.  facture !  The  moment  price  gets  above  the 

cost  line,  the  overload  of  stocks  commences  to  melt,  and 
the  flood  is  on.  There  is,  however,  this  possibility,  as 
boards  are  man-made,  a  plan  might  lie  man-evolved  to 
make  fewer  boards,  and  thereby  avoid  the  market  glut. 
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Tlie  substitute  and  the  overload  tree  supply  will  always 
act  as  the  trip  valve  against  scarcity. 


We  have  tried  to  bring  out  in  bas  relief  the  inseparable 
elements  of  the  industry  as  a  whole.  These  elements 
make  manifest  its  economic  weakness  and  the  need  of 
organized  effort  to  overcome  inherent  condition. 

It  is  now  our  task  to  consider  the  matter,  specifically, 
from  the  standpoint  of  conditions  touching  the  competing 
woods.  In  this  we  seek  to  uncover  investment,  cost,  and 
realization. 

Mr.  Teal  in  his  brief  has  covered  the  detail  of  the  record 
data  very  fully.  It  will  be  unnecessary  to  duplicate.  For 
the  purpose  of  this  discussion,  however,  attention  will  be 
called  to  the  situation  in  the  various  fields  of  operation, 
and  this  that  we  may  impress  more  vividly  the  economic 
factors  presented. 

Under  this  division,  in  the  order  named,  we  will  cover 
Northern  Michigan  and  Wisconsin;  Yellow  Pine  opera¬ 
tions;  North  Carolina  Pine  operations;  California;  West 
Coast,  including  Washington,  Oregon  and  Idaho. 

D. 

DATA  IN  DIFFERENT  FIELDS. 

Hemlock  and  the  Hardwoods. 

This  field  of  operation  is  close  to  the  great  markets  and 
has  rail-rate  advantages  over  other  regions  serving  the 
central  territory. 

The  producing  territory  comprehends  the  forest  area 
where  but  a  short  decade  ago  the  white  pine  industry 
flourished.  The  marvelous  development  of  the  prairie 
states  of  the  middle  West  was  made  possible  through 
the  service  rendered  by  this  field  of  lumber  industry. 
The  woods  now  in  question  are  the  remnant  of  the  great 
forests  that  have  served  their  function  and  in  the  main 
have  given  place  to  other  forms  of  industrial  activity. 

Due  to  the  close  proximity  of  the  white  pine  forests 
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to  the  great  agricultural  area  that  offered  itself  for  de¬ 
velopment,  fortunes  were  amassed  in  lumber  manufac¬ 
ture.  This  fact  in  itself  is  responsible  for  much  of  the 
over-exploitation  that  followed  in  other  fields.  If  public 
interest  was  not  vitally  involved,  the  error  could  be 
allowed  to  gather  its  own  harvest  of  blasted  hopes.  The 
interests  at  stake,  however,  go  beyond  the  personal 
equation. 


.Extent  of 
Industry  in 
Tills  Field. 


The  data  covering  this  region  were  presented  by  C.  H. 
Worcester  and  R.  B.  Goodman,  and  are  found  in  the 
printed  record  (Chicago),  commencing  at  page  121.  The 
facts  furnished  through  these  witnesses 
were  compiled  from  the  records  of  the 
Northern  Hemlock  &  Hardwood  Manufac¬ 
turers  ’  Association.  This  Association 
represents  eighty  manufacturers.  Of  these,  twenty-six 
cut  less  than  five  million  feet  per  annum,  twenty-five  cut 
very  close  to  ten  million,  thirteen  cut  from  ten  to  fifteen 
million,  nine  cut  from  fifteen  to  twenty  million,  three 
cut  from  twenty  to  twenty-five  million,  and  one  only 
cuts  about  twenty-five  million.  The  figures  gathered  from 
operation  of  such  wide  range  can  be  safely  taken  as 
representative  of  the  industry  in  this  field. 


Hemlock  is  the  major  wood  and  is  competitive  with 
fir  and  yellow  pine.  The  members  of  the  Northern  Hem¬ 
lock  &  Hardwood  Manufacturers’  Association  produce 
Hemlock  60  per  cen^  ^he  cut.  The  rated  capacity 

Production.  of  membership  mills  is  1,497,000,000  feet. 

During  the  year  1914  members  of  the  Asso¬ 
ciation  produced  of  hemlock  and  mixed  hardwoods  823,- 
000,000  feet,  which  was  about  60  per  cent  of  the  total 
production.  They  shipped  626,000,000  feet,  leaving  a 
surplus  in  the  hands  of  the  manufacturers  of  196,000,000 
feet,  or  31  per  cent.  If  the  plants  had  been  operated  to 
their  full  capacity,  they  would  have  had  surplus  over 
shipments  of  870,000,000  feet,  or  an  over-production  of 
138  per  cent. 
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Mr.  Worcester  (page  123)  states: 

“During  the  first  five  months  of  1915  the  member 
plants  produced  277,000,000  feet.  We  shipped  227,- 
000,000  feet.  You  see  the  production  was  reduced 
Mr.  Worcester.  an<l  came  more  nearly  in  line  with  our 
shipments,  but  we  added  to  our  inven¬ 
tory  50,186,000,  or  an  addition  of  9  per  cent  to  our 
inventory  stock  on  hand.  We  actually  shipped  22 
per  cent  less  than  we  produced. 

“Now,  if  the  plants  of  the  members  had  been  oper¬ 
ated  to  full  capacity,  we  would  have  had  an  excess  of 
460,000,000  feet  during  that  period,  or  202  per  cent. 

“Now,  this  failure,  in  spite  of  our  curtailment,  is 
caused  by  the  competition  which  we  have  met  in  the 
hemlock  business,  very  largely  from  yellow  pine  and 
from  fir.  These  figures  show  the  accumulation  of 
large  surplus  stocks  of  lumber  in  the  hands  of  our 
members,  in  spite  of  the  fact  that  during  the  first  five 
months  of  1915  26  per  cent  less  was  manufactured 
than  in  the  corresponding  period  in  1914.  That 
shows  that  we  have  done  our  part  on  the  curtailment, 
but  it  does  not  do  any  good. 

“This  surplus  and  over-production  stock  in  the 
hands  of  our  manufacturers,  coupled  with  the  keen 
competition  of  southern  lumber  sold  in  northern 
markets  at  the  low  cost  of  southern  production,  has 
caused  a  complete  demoralization  of  the  markets. 

“A  struggle  exists  to-day  among  the  members  of 
the  association  to  dispose  of  their  product  in  com¬ 
petition  with  each  other,  in  competition  with  manu¬ 
facturers  not  members,  and  in  competition  with 
Southern,  Eastern  and  Western  woods. 

“The  result  is  that  the  business  of  the  members  is 
being  conducted  at  a  loss,  the  natural  forest  re¬ 
sources  of  our  section  of  the  country  are  being 
wasted  and  sacrificed,  and  it  is  only  a  question  of  a 
short  time  when  the  endurance  of  the  strongest  will 
make  itself  felt,  and  the  curse  of  over-production  will 
be  cured  by  the  crushing  out  of  the  weaker  firms. 
There  have  been  a  large  number  practically  crushed 
and  shut  out  in  our  section  of  the  country.” 

The  producers  of  hemlock  in  some  respects  are  in  a 
position  of  peculiar  difficulty.  Government  statistics  for 
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1912  give  yellow  pine  production  at  14,737,000,000  feet 
and  hemlock  at  1,145,000,000.  The  total  production  of 
the  two  woods  shows  hemlock  7.27  per  cent  of  the  total. 
No  matter  how  great  the  efficiency  of  hemlock  operations, 
the  wood  is  at  the  mercy  of  yellow  pine  in  the  only  market 
open  to  it.  When,  as  a  result  of  over¬ 
production,  yellow  pine  stocks  pile  up,  they 
seek  an  outlet  through  Chicago.  Prices 
are  depressed  below  cost,  and  the  bitter,  unfair  conflict 
brings  its  fruitage  of  waste,  labor  loss  and  impoverished 
investment.  No  situation  in  the  whole  field  of  inquiry 
makes  more  vivid  the  suggestion  that  over-production  in 
one  region  influences  like  conditions  in  other  fields. 


Hemlock  vs. 
Yellow  Pine. 


A  33ij  per  cent  reduction  of  hemlock  would  reduce  the 
total  output  of  the  two  woods  but  2.4  per  cent,  whereas 
a  reduction  of  2.6  per  cent  in  yellow  pine  equals  33^  per 
cent  of  hemlock  output.  The  dominant  position  of  yellow 
pine  suggests  the  thought  that  if  its  production  was  so 
ordered  that  market  conditions  were  fairly  met,  such  fact 
would  reflect  a  beneficent  influence  on  hemlock  operations. 


As  matters  stand,  hemlock  is  driven  from  its  markets. 
If  this  result  followed  legitimate  competitive  conditions, 
no  sound  protest  could  be  made.  When,  as  is  the  fact, 
the  tragic  consequence  is  due  to  the  forced  sale  of  yellow 
pine  in  the  hemlock  market  at  less  than  cost  of  produc¬ 
tion,  a  different  aspect  is  presented.  If 
yellow  pine  operators  were  to  follow  such 
course  with  deliberate  purpose  of  unfairly 
taking  hemlock  trade,  a  ready,  legal  rem¬ 
edy  would  suggest  itself, — for  we  would  then  have  unfair 
competition  in  classic  form.  The  fact  is,  however,  that 
yellow  pine  manufacturers  are  impelled  to  their  course, 
due  to  basic  economic  fault.  The  same  industrial  and 
public  interests  suffer.  Surely  the  reform,  which,  in  one 
instance  the  law  would  enforce,  it  will  in  the  other  aspect 
permit ! 


Unfair 

Competition 

Necessary. 
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We  submit  detailed  data  covering  hemlock  that  tell 
tlie  whole  story. 

PRESENT  COST  OF  STUMPAGE  NOW  BEING  USED  BY  MEMBERS 
OF  NORTHERN  HEMLOCK  AND  HARDWOOD  ASSOCIATION. 

(Reference  is  made  to  Chicago  Hearing,  page  152, 
Printed  Record.) 

Estimated  average  value  of  timber,  Jan  1,  1907. .  .$2.50 

Proportion  of  taxes,  1907 . 025 

6  per  cent  interest  on  cost . 15 

1  per  cent  depreciation . 025 

Total  cost,  January  1,  1908 . $2,700 

1908  taxes . 025 

6  per  cent  interest . . 162 

1  per  cent  depreciation . 027 

Total  cost,  January  1,  1909 . $2,914 

1909  taxes  . 028 

6  per  cent  interest . 175 

1  per  cent  depreciation . 029 

Total  cost,  January  1,  1910 . $3,146 

1910  taxes . 029 

6  per  cent  interest . 189 

1  per  cent  depreciation . 031 

Total  cost,  January  1,  1911 . $3,395 

1911  taxes . 031 

6  per  cent  interest . 204 

1  per  cent  depreciation . 034 

Total  cost,  January  1,  1912 . $3,664 

1912  taxes . 042 

6  per  cent  interest . 22 

1  per  cent  depreciation . 037 

Total  cost,  January  1,  1913 . $3,963 
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1913  taxes  . $  .054 

6  per  cent  interest . 238 

1  per  cent  depreciation . 04 


'  Total  cost,  January  1, 1914 . $4,295 

1914  taxes . 054 

6  per  cent  interest . 258 

1  per  cent  depreciation . 043 


Total  cost  of  stumpage,  January  1,  1915.  ..  .$4,650 

OPERATING  COST  AND  REALIZATION. 

Compilation  of  the  reports  from  member  manufac¬ 
turers,  averaged,  furnish  the  following  average  cost  of 
production  of  hemlock  and  mixed  hardwoods : 

Average  cost 
per  M.  feet. 

Logging 

Includes  all  expense  from  stump  to  cars  or 
banks,  absorption  of  railroad  spurs  and 


depreciation  of  log  equipment . $7.81 

Log  Freights 

Actual  freights  paid .  1.66 


$9.47 


Logs  produced  an  average  of  35  per  cent 
overrun,  reducing  the  log  cost  per  M.  ft. 
produced  to  .  7.01 

Manufacturing  Expense 

Includes  everything  from  cars  or  water  to 
the  pile  in  yard .  3.11 


Shipping 

Includes  all  expense  of  yarding  and  loading  1.074 


Sales  Expense 

Includes  all  expense  of  selling  product . 527 

Discounts  and  allowances . 334 

Depreciation 

Includes  only  reasonable  depreciation  and 
absorption  of  manufacturing  plant  and 
allowed  property . 757 


91 


General  Expense 

Includes  taxes  (exclusive  of  taxes  on  tim¬ 
ber),  insurance,  salaries,  etc . $  .989 


Lumber,  average  cost  per  M.  feet,  without 
any  stumpage  or  without  any  interest  on 

capital  used  in  operation . $13.80 

Average  prices  received  on  the  average 

product,  January  1  to  June  1,  1915 .  15.32 


Margin  left  for  stumpage  and  interest  .  . . .  1.52 

Average  cost  of  stumpage,  $5.48,  reduced 
by  35  per  cent  overrun  to .  4.06 


Average  loss . $  2.54 


In  addition  there  is  a  further  loss  in  interest  on  money 
used  in  manufacturing  plant,  stock  on  hand,  book  ac¬ 
counts,  etc. 


Hemlock  Cost  and  Realization. 


Stumpage  (January,  1915) . $  4.65 

Logging  .  7.20 

Log  freight .  1.65 


Cost  of  logs  at  mill . $13.51 

35  per  cent  overrun  reduces  lumber  log- 

cost  to  . . . . .$10.00 

Manufacturing  .  2.90 

Shipping  .  1.074 

Sales  expense . 527 

Discount  and  deductions . 334 

Depreciation . 757 

General  expense . 989 


$16,581 

Average  price  realized  Jan.  1,  1915  to 
June  1,  1915 .  13.17 


Loss  . $  3.411 


Labor  has  been  compelled  to  carry  a  part  of  the  load. 
Mr.  Worcester  estimates  that  labor  has  contributed  90c 
for  1,000  feet.  Based  on  the  1915  output  in  the  region 
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covered,  labor  gave  to  the  cause  of  unfair  competition 
$540,000.  (See  detail  of  labor’s  contribution,  Worcester, 
page  175.)  Touching  this  phase  of  the  problem,  Mr. 
Goodman  says : 


Mr.  Goodman. 


“We  feel  keenly  the  waste  of  our  forests  in  un¬ 
regulated  and  wasteful  over-production.  We  feel 
more  keenly  still  the  danger  of  forced 
suspension  on  account  of  lack  of  rea¬ 
sonable  regulation  and  what  this  forced  suspension 
means  to  the  three  millions  of  men,  women  and  chil¬ 
dren  in  these  little  pioneer  mill  towns.” 


Worcester’s 

Statement. 


For  a  more  extended  discussion  of  conditions  in  the 
lake  region,  reference  is  made  to  the  excellent  paper 
filed  by  Mr.  AVorcester.  Our  pupose  is  to 
challenge  attention  to  outstanding  vital 
data  in  the  various  branches  of  the  indus¬ 
try,  that  we  may  make  plain  the  fact  that  the  industry 
is  a  great  unit,  and  is  being  honeycombed  at  the  base  by 
certain  unsound  economic  conditions — and  that  these 
conditions  are  peculiar  to  this  industry. 


YELLOAV  PINE. 


Charles  S.  Keith,  President  of  the  Southern  Pine  Asso¬ 
ciation,  made  the  statement  for  yellow  pine  interests. 
His  argument,  data,  and  conclusions  will  be  found  in 
the  printed  Chicago  record,  commencing  at  page  10. 

We  here  consider  the  dominant  wood.  The  total 
reported  lumber  production  of  the  United 
States  for  1913  was  as  follows : 
30,302,549,000  feet  soft  woods. 

8,084,460,000  feet  hard  woods. 


Per  Cent  of 
Yellow  Pine 
Production. 


38,387,009,000  feet. 

Of  this  production,  yellow  pine  produced  14,839,363,000 
feet,  which  is  38.66  per  cent  of  all  woods,  and  48.97  per 
cent  of  all  soft  woods. 

The  area  covered  embraces  all  the  states  south  of  the 
Mason  &  Dixon  line  and  east  of  the  Rocky  Mountains. 
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Seventy-five  per  cent  of  the  lumber  passing-  through  the 
great  Chicago  market  is  yellow  pine. 

Comparatively  very  little  yellow  pine  acreage  is  now 
held  for  re-sale.  The  great  bulk  has  been  blocked  for 
conversion.  Notwithstanding  the  fact,  however,  that  the 
trees  are  owned  by  the  manufacturers  and  not  specu¬ 
lators,  they  are  fed  to  the  saws  in  reckless  prodigality. 
Nor  can  the  excuse  be  urged  that  as  the  trees  are  over¬ 
ripe,  conversion  is  impelled.  The  uninformed  would  be 
puzzled.  Men,  as  a  rule,  do  not  tear  up  their  title  deeds, 
nor  throw  their  chattels  to  the  flame.  The  answer  to 
the  riddle  is  found,  not  in  the  improvidence  of  the  opera¬ 
tors,  but  rather  in  the  hostile  attitude  of  State  and 
National  governments  touching  any  rational  method 
looking  to  the  conservation  of  this  great  natural  resource. 
Due  to  the  law’s  menace,  waste  has  characterized  opera¬ 
tions.  The  industry  is  nomadic.  The  tents  are  pitched 
where  a  splendid  forest  stand  gives  promise  of  a  rich 
harvest.  No  thought  of  permanence.  Cut,  break,  burn 
and  waste,  then  move  on  to  another  crop  that  has  taken 
the  laboring  years  a  century  to  mature.  Great  sections, 
barren  and  denuded,  give  mute  testimonial  of  our  un¬ 
scientific  grasp  of  forest  problems.  Land  suitable  for 
tree  growth,  rather  than  farm  use,  should  be  utilized  as 
Nature  planned,  and  this  whether  private  or  public 
holdings’. 


Fear  of 
Famine. 


When  the  white  pine  of  the  lake  region  was  cut  out, 
leaving  remnants  of  hemlock  and  the  hardwoods,  the 
Southern  forests  presented  the  most  logical  field  of  large 
operation. 

Due  to  a  false  concept,  a  timber  famine  was  thought 
imminent.  As  a  result  of  a  desire  to  make  profits,  stim¬ 
ulated  by  an  erroneous  understanding  of 
raw  material  shortage,  yellow  pine  devel¬ 
opment  went  far  beyond  the  need  of  mar¬ 
ket  conditions.  Over-production  followed,  and  17,000 
odd  mills,  without  organization  or  market  guide,  have 
slaughtered,  and  are  continuing  to  slaughter,  a  magnifi¬ 
cent  tree  crop,  and  no  one  has  profited  by  the  waste. 

The  1909  census  reports  show  17,359  yellow  pine  mills, 
and  they  produced  that  year  16,277,185,000  feet. 

That  the  Commission  might  have  opportunity  of  get- 
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ting  at  yellow  pine  conditions  first-hand,  Mr.  Keith  gath¬ 
ered  from  the  actual  book  entries  of  twenty-eight  mill 
companies  data  covering  cost  and  realization.  That  the 
facts  as  adduced  from  the  books  of  these  companies  are 
fairly  representative-  of  yellow  pine  operations  as  a 
whole  is  well  stated  by  Mr.  Keith  himself : 

“I  wish  to  call  your  special  attention  to  the  fact 
that  the  information  which  we  are  using  in  present¬ 
ing  our  case  has  been  furnished  by  companies  who 
produce  one-seventh  of  the  entire  production  of  yel¬ 
low  pine,  and  whose  average  annual  shipments  and 
production,  as  disclosed  by  these  figures,  were  89,- 
490,000  feet;  that  these  companies’  equipment  for 
logging,  manufacture  and  distribution  of  their  prod- 
Mr  Keith  net  the  latest  and  most  efficient 

character ;  that  their  operations  extend 
over  the  states  of  Missouri,  Oklahoma,  Arkansas, 
Texas,  Louisiana  and  Mississippi,  and  disclose  at 
least  an  average  physical  condition  as  to  logging, 
such  as  yield  per  acre  and  general  contour  of  coun¬ 
try;  that  these  operations  are  exclusively  in  virgin 
pine  timber  and  not  in  second  growth  or  second  cut¬ 
ting;  that  these  companies  are  managed  by  men 
whose  ability  is  recognized  as  being  among  the  best, 
not  only  in  the  yellow  pine  industry  but  in  the  entire 
industry  of  lumber. 

“When  we  consider  that  the  Census  reports  dis¬ 
close  a  production  of  yellow  pine  in  the  year  of  1909 
of  16,277,185,000  feet,  by  17,359  sawmills,  and  that 
the  average  annual  production  per  mill  in  1909  was 
only  931,000  feet,  we  must  recognize  that  if  these 
companies  who  have  a  large  production  and  whose 
equipment  for  logging,  manufacture  and  distribution 
is  of  the  latest  and  most  efficient  designs  are  all  suf¬ 
fering,  as  their  results  of  operation  will  indicate, 
that  they  are  from  present  conditions,  how  much 
worse  must  this  situation  be  among  those  who  are 
not  so  fortunately  prepared  to  meet  the  situation! 

“Consequently,  the  figures  which  we  present  must 
of  necessity  be  recognized  as  being  much  better  than 
the  average  condition  of  the  entire  industry.” 

The  name  and  location  of  each  of  the  companies  fur¬ 
nishing  figures  to  Mr.  Keith  are  open  to  the  Commission. 
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At  the  Chicago  hearing  Mr.  Keith  presented  the  figures 
covering  1912,  1913  and  1914.  The  data  for  1915  was  not 
then  available.  Since. then  the  1915  figures  have  been 
assembled  and  submitted  to  the  Commission,  and  supple¬ 
ment  the  record.  As  an  aid  to  the  discussion,  we  submit 
this  portion  of  Mr.  Keith’s  data: 


REALIZATION— LUMBER 


Feet 

Average 

Cost 

1912 

Shipments 

Receipts 

Per  M. 

Cost 

Per  M. 

Profit* 

January  .... 

.  100,695,537 

$2,271,181.66 

$13.62 

$2,413,318.01 

$14  4774 

$142,136.35 

February  . . . 

.  102,872,590 

2.283,040.02 

14.06 

2.350,732.93 

14-1774 

67.686.31 

March  . 

.  100,656,575 

2,298,207.09 

14.31 

2,325,889.57 

14.4774 

27,021.88 

April  . 

,  177,769,472 

2,548.319.89 

14.33 

2,573.039.72 

14.4774 

25,319.83 

May  . 

.  213,222,339 

3,104.537.55 

14.66 

3,086,905. 1 1 

14  4774 

17,632.44 

June  . 

.  177,298,862 

2,723,245.21 

15.36 

2,560,820.52 

14.4774 

156,418.09 

July  . 

.  192,843,580 

3,055,089.09 

15.84 

2,791,873.05 

14.4774 

203,215.44 

August  . 

.  194,445,638 

3.101,040.33 

15.95 

2,815,007.31 

14.4774 

285.973.02 

September  .  . 

.  156,230,834 

2,017.065.94 

10.76 

2,261,810.22 

14  4774 

355,849.72 

October  . 

.  174,775,105 

3,051,629.79 

17.46 

2,530,289.18 

14.4774 

521,340  01 

November  .  . . 

.  168,678,011 

2,994,121.27 

17.75 

2,442,019.02 

14.4774 

552,102.25 

December  .  . 

.  103,707,184 

2,927,619.95 

17.88 

2,370,922.97 

14.4774 

550,696.98 

Total  . . .  . 

2,108,755,727 

$32,975,704,99 

$15.6370  $30,529,300.21 

$14.4774 

$2,446,404.78 

1913 

January  . 

.  205,317,050 

$3,660,913.98 

$17.83 

$3,102,073.86 

$15.1087 

$558,840.12 

February  . .  . 

.  177,741,106 

3,237,996.56 

18.21 

2.685,437.11 

15.1087 

552.559.45 

March  . 

.  198,600.393 

3,601,547.80 

18.13 

3,000,593.71 

15.1087 

600.954. 15 

April  . 

.  190,405,588 

3,450,675.60 

18.12 

2,870,780.94 

15.1087 

573,894.72 

May  . 

.  200,702,115 

3,003.799.28 

17.95 

3,032,348.12 

15.1087 

571.451  10 

June  . 

.  104,233,659 

2,911,588.53 

17.72 

2,481,357.10 

15.1087 

430,231,43 

July  . 

.  182,087,1,87 

3,029,692.51 

16.58 

2,700,165.95 

15.1087 

269,526.56 

August  . 

.  198,903,900 

3,151,957.80 

15.84 

3,005,179.35 

15.1087 

140,778,45 

September  .  . 

.  188,351,380 

2,913,411.17 

15  47 

2,845,744.50 

15.1087 

67,660.67 

October  .... 

.  199,231,248 

2,991.872.15 

15.02 

3.010.125.49 

15.1087 

18,253.34 

November  .  . 

.  188,724,201 

2,752,946.25 

14.00 

2,851.377.32 

15.1087 

98,431.07 

December  . . 

.  179,334,834 

2,570,142.55 

14.33 

2,709,516.15 

15.1087 

139,373.60 

Total  . . . 

2,274,232,007 

$37,876,544.30 

$16.0546  $34,300,699.60 

$15.1087 

$3,515,844.70 

1914 

January  .... 

.  205,181,491 

$2,833,959.23 

$13.81 

$2,974,269.84 

$14.4958 

$140,310.01 

February  .  . . 

.  185,088,505 

2,591,584.90 

13.90 

2.691,703.50 

14.4958 

100,118.00 

March  . 

.  194.971,414 

2,810,506.48 

14.42 

2,826,260.56 

14.4958 

15,700.08 

April  . 

.  208,167,145 

2,979,909.07 

14.32 

3,017,549.37 

14.4958 

37,580.30 

May  . 

.  210,191,839 

3,028,792.86 

14.01 

3,133,873.07 

14.4958 

105,080.81 

June  . 

.  215,738.107 

2,980,538.30 

13.82 

3,127,297.22 

14.4958 

140,758.80 

July  . 

.  229,853,628 

3,168,090.09 

13.78 

3,331,912.25 

14.4958 

163,822.16 

August  . 

.  203,970,972 

2,810,834.86 

13.78 

2,956,722.39 

14.4958 

145,887.53 

September  .. 

.  180,083,943 

2,570.251.08 

13.81 

2,697,435.58 

14.4958 

127,184.50 

October  .... 

.  174,502,285 

2,303,014.40 

13.20 

2,529,550.15 

14.4958 

226,535.75 

November  .  . 

.  104,166,336 

1,995,080.59 

11.91 

2.379,722.43 

14.4958 

424.frll.84 

December  .  . 

.  174,837,521 

2,045,377.52 

11.70 

2,534,409.16 

14.4958 

489,031.64 

Total  .  .  . 

2,359,353,240 

$32,077,999.44 

$13.5901  $34,200,712.12 

$14.4958 

$2,122,712.68 

1915 

January  .... 

.  178,000,248 

$2,111,825.52 

$11.86 

$2,581,212.72 

$14.4958 

$469,387.20 

February  .  .  . 

.  104,831,914 

2,037,224.69 

12.36 

2,389,370.46 

14.4958 

352,145.77 

March  . 

.  195,935,900 

2,420,528.83 

12.35 

2,840,247.62 

14.4958 

419,718.79 

April  . 

.  197,066,718 

2,448,081.62 

12.43 

2,850,639.73 

14.4958 

407,958.11 

May  . 

.  200,007,559 

2,581,190.71 

12.53 

2,987,114.12 

14.4958 

405,923.41 

June  . 

.  202,665,917 

2,575,204.06 

12.71 

2,937,804.60 

14.4958 

362,600  54 

July  . 

.  227.042.870 

2,880,315  18 

12.09 

3.282,168.12 

14.4958 

401,852.94 

August  . 

.  200,218,004 

2,008,894.61 

12.94 

2,989,303.64 

14.4958 

320,409.03 

September  .  . 

.  233,431,040 

3,007,487.75 

12.88 

3,383,778.45 

14.4958 

370,290.70 

October  .... 

.  243,148,037 

3,211,108.08 

13.21 

3,524,625.31 

14.4958 

313,517.23 

November 

.  241,051,817 

3,437,112.29 

14.26 

3,494,238.93 

14.4958 

57,126.64 

December  .  . 

.  194,957,243 

3.047,799.38 

15.63 

2,826,061.20 

14.4958 

221,738.18 

Total  .  .  . 

,2,490,484,479 

$32,427,372.72 

$13.0205  $36,092,564.90 

$14.4958 

$3,665,192.18 

4  Years 

.9,232,826,119 

$135,357,681.45 

$14.66  $135,183,276.83 

$175,404,62 

NOTE — The  cost  as  used  for  the  year  1915  is  the  average  cost  as  compiled  from  data 
furnished  by  these  various  companies  for  the  year  1914,  no  cost  figures  having  been 
assembled  for  the  year  1915. 

♦Bold  faced  figures  indicate  loss. 
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In  vivid,  driving  fashion,  these  figures  make  demon¬ 
stration  of  the  fact  that  the  industry  is  without  compass 
or  chart,  that  an  unregulated  competitive  condition  is  the 
ruling  principle  that  controls  output,  cost  and  realization. 

In  yellow’  pine  the  record  discloses  that  a  3.21  per  cent 
over-production,  for  a  three-year  period,  has  reduced 
values  35%  per  cent,  and  this  in  spite  of  the  fact  that 
a  reasonable  return  had  not  been  received  on  investment 
to  the  point  from  which  the  decline  started. 

I  deem  it  unnecessary  to  here  cite  Mr.  Keith’s  data 
covering  the  items  going  into  “cost.”  This  matter  is 
fully  covered  in  his  statement,  at  pages  15  to  18,  Chicago 
printed  record.  In  passing,  permit  the  observation,  how¬ 
ever,  that  stnmpage  is  put  in  at  an  average  of  $4.35. 
It  would  be  a  matter  of  interest  to  compare  this  figure 
with  the  conclusion  reached  by  the  examination  for  the 
Department  of  Forestry.  The  Department’s  data  is  not 
now  available.  That  Mr.  Keith’s  figure  is  conservative 
is  shown  by  the  fact  that,  the  acreage  could  not  now  be 
replaced  for  less  than  an  average  of  $5.50. 

Assuming  a  ten-year  life  to  the  twenty-eight  companies 
in  question,  the  data  discloses  stumpage  equal  to  22,372,- 
708,200  feet.  This,  based  on  stumpage  and  operating 
investment,  amounts  to  $114,324,538.90,  and  this,  exclu¬ 
sive  of  stocks  of  lumber,  merchandise,  logs  and  accounts 
receivable. 

A  6  per  cent  per  annum  return  on  this  investment 
should  net  $6,859,471.93.  In  four  years,  if  these  com¬ 
panies  had  earned  6  per  cent  on  their  investment,  their 
net  earnings  would  have  equalled  $27,437,887.72.  As 
against  this,  we  actually  have  $174,404.62.  Not  being 
good  at  fractions,  I  will  not  undertake  the  per  cent. 

It  is  unnecessary  to  make  comment  on  the  story  the 
figures  tell.  The  ultimate  fact  disclosed  makes  manifest 
the  industry’s  inefficiency,  and  an  utter  lack  of  Federal 
and  State  governmental  policy  upon  a  problem  of  nation¬ 
wide  interest. 


J 
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With  these  figures  before  us,  and  the  knowledge  that 
we  are  here  reviewing  operations  of  the  most  modern 
type,  the  thought  naturally  suggests  itself  as  to  the  bitter 
plight  of  the  great  multitude  of  smaller  operations  less 
able  to  weather  the  storm  of  adverse  business  conditions. 
As  the  record  unfolds  itself,  the  fact  becomes  more  mani¬ 
fest  that  men  of  comparatively  small  means  are  the  ones 
who  must  go  under,  if  some  method  be  not  devised  to 
check  destructive  competitive  conditions.  The  logical 
result  of  unregulated  competition  in  an  industry  situated 
as  is  this,  is  to  bring  about  concentration  by  the  process 
of  elimination.  Thus  unrestrained  competition  defeats 
its  own  end. 


At  this  point  we  submit  a  chart : 

The  anfractuous  price  line  is  eloquent  with  instability. 
The  industry  is  cursed  with  either  a  feast  or  a  famine. 

Take  into  consideration  the  enormous  quantity  of  fin¬ 
ished  product  that  was  turned  out  between  September, 
1913,  when  realization  dropped  below  cost, 
and  December,  1915,  when  the  ascending 
line  registered  profit,  and  then  determine 
who  was  benefited!  Not  the  consumer. 
(Examine  the  data  showing  price  to  the  public.)  That 
interest  actually  suffered,  and  this  because  the  raw  mate¬ 
rial  supply  was,  during  the  period,  being  needlessly 
wasted.  Stability,  with  fair  profit  in  lumber  manufac¬ 
ture,  spells  “public  benefit !” 


Stability 
and  Its 
Effect. 


In  the  heart  of  this  thought  lies  the  Commission’s 
opportunity.  Under  our  theory  of  governmental  func¬ 
tion,  demoralized  investment  and  labor’s  loss  may  be 
but  private  concern,  and  this  even  though  a  nation-wide 
industry  is  involved.  However,  even  with  us,  when  these 
conditions  are  coupled  with  grave  public  interests,  an¬ 
other  problem  presents  itself. 

Due  to  instability,  the  natural  result  of  unrestrained 
competition  under  given  conditions,  there  has  been  an 
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annual  waste  of  yellow  pine  equal  to  4,884,155,600  feet. 
In  money  value,  $26,857,355.25.  In  three  and  one-lialf 
years,  the  waste  equals  one  year’s  consumption  of  the 
wood.  Students  of  the  problem  may  differ  as  to  the 
extent  of  the  loss,  but  all  agree  that  an  unnecessary  and 
wicked  waste  results.  This  is  a  matter  of  public  concern. 

As  in  the  lake  region,  labor  contributes  to  the  unnat¬ 
ural  burden.  Speaking  of  this  phase,  Mr.  Keith,  at  page 
23,  states: 

“I  thing  it  is  fair  to  assume,  from  my  general 
knowledge  of  the  situation  and  from  statements 
which  have  been  made  to  me  covering  the  territories 
of  Arkansas,  Missouri,  Louisiana,  Texas,  Alabama, 
Georgia,  Florida  and  the  Carolinas,  by  people  who 
are  operating  in  those  states,  that  the  average  wage 
has  at  least  been  reduced  by  reason  of  this  condition 
10  per  cent. 

“The  cost  of  labor  in  the  manufacture  of  lumber, 
as  disclosed  by  Exhibits  Nos.  7  and  8,  for  the  year 
1913,  was  $5.92  per  thousand  feet,  and  the  saving 
made  by  a  reduction  of  10  per  cent  in  the  wage  scale 
is  59.2c  per  thousand  feet.  If  the  average  wage  of 
all  the  mills  is  the  same  as  those  of  my  own  company, 
and  that  is,  $2  per  day,  the  effect  upon  the  working- 
man  is  that  he  receives  20c  per  day  less  than  he  would 
otherwise  secure  for  his  labor,  which,  on  the  basis  of 
285  days  of  operation  per  annum,  means  that  each 
laboring  man  has  or  is  contributing  $57  per  annum 
out  of  his  rightful  earnings  to  this  unfortunate  com¬ 
petitive  condition.  ’  ’ 


The  following  deductions  can  be  fairly  drawn  from 
Mr.  Keith’s  data: 


FIRST :  The  manufacturer  has  been  compelled, 
during  said  tliree-vear  period,  to  conduct  his  business 
at  a  loss. 

SECOND :  Labor  has  contributed  to  this  loss  at 
the  rate  of  over  nine  million  dollars  a  year. 
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THIRD :  The  direct  loss  to  the  industry  and 
labor  carries  indirect  loss  into  every  avenue  of  our 
economic  life. 

FOURTH :  A  natural  resource,  limited  in  supply, 
has  been  sacrificed  to  an  estimated  amount  of  $26,- 
857,355. 

For  fuller  discussion  of  yellow  pine  conditions,  ref¬ 
erence  is  made  to  Mr.  Keith’s  data.  Our  sole  purpose 
here  is  to  so  develop  the  theme  as  to  demonstrate  the  fact 
that  the  industry  needs  help.  That  its  relation  to  public 
interest  is  such  that  the  Government  should  cooperate 
in  bringing  about  a  more  healthy  economic  and  industrial 
condition.  If  prejudice  and  error  be  corrected,  and  the 
facts  as  they  are  be  but  rightly  understood,  the  law  will 
be  an  aid,  not  a  barrier,  to  reform. 


NORTH  CAROLINA  PINE  OPERATIONS. 

The  statistics  for  this  region  are  not  as  complete  as 
in  any  of  the  other  fields.  Mr.  Millard  appeared  for  the 
North  Carolina  Pine  Association.  From  the  data  he  filed 
it  is  shown : 

No.  1.  Quantity  and  character  of  accessible  stumpage : 
(a)  Private,  46,000,000,000  feet  short-leaf  pine;  7,500,000 
feet  long-leaf  pine;  (b)  Public, — no  public  holdings. 

No.  2.  The  census  for  1909  to  1913,  inclusive,  covering 
this  field,  gives  3,159,858,000  feet  produced,  by  an  aver¬ 
age  of  4,145  mills. 

No.  3.  Data  gathered  from  thirty  mills  reporting  to 
the  Association  during  1913  show  production  in  excess  of 
shipments  amounting  to  33,000,000  feet,  and  for  1914, 
25,000,000.  The  first  five  months  of  1915  the  excess  cut 
equals  23,361,000  feet. 

No.  4.  Average  cost  of  logging,  manufacturing,  mar¬ 
keting,  and  overhead,  excluding  stumpage,  $12.80.  These 
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figures  derived  from  reports  of  operators  to  the  Secre¬ 
tary  of  tlie  Association. 

Xo.  5.  Average  f.  o.  b.  mill  prices  for  mill  ran  output 
during  past  five  years,  $15.58. 

Xo.  6.  Stumpage  values  average  from  $5  to  $6. 

Xo.  7.  Proportion  of  common  and  low  grades  pro¬ 
duced,  and  amount  of  timber  left  in  tbe  woods  or  wasted 
at  the  mill,  because  of  lack  of  demand,  very  great. 

Xo.  8.  TVhile  operators  in  this  field  for  several  years 
have  been  operating  either  at  a  loss  or  at  an  inadecpiate 
profit,  every  factor  of  cost  has  increased.  AVages  have 
gone  up,  working  time  shortened,  and  cost  of  supplies 
advanced. 

Xo.  9.  Here,  as  in  all  other  fields,  over-production 
produces  an  unstable  situation.  In  its  wake  can  be  found 
the  usual  elements  of  waste  and  business  demoralization. 
The  evil  consequences  of  unsound  economic  conditions 
are  here  most  apparent,  as  small  mill  operation  is  the 
rale.  In  this  region  is  found  in  classic  bas  relief  the 
deep  irony  of  the  law’s  menace. 


CALIF  OK  XIA. 

Kedwood. 

This  wood  grows  nowhere  except  in  California,  and 
there  only  in  the  coast  counties,  from  Santa  Cruz  on  the 
south  to  the  Oregon  line  on  the  north.  Ac- 
Fieid^  °f  cording  to  Forest  Service  statistics,  the 

total  stumpage  aggregates  one  hundred 
billion  feet.  Growing  with  the  redwood  is  Douglas  fir. 
The  record  data  as  to  California  operations  are  from 
operations  in  Del  Xorte,  Humboldt  and  Mendocino  coun¬ 
ties,  in  which  section  the  industry  may  be  said  to  com¬ 
mercially  exist.  E.  A.  Selfridge,  Jr.,  presented  the  stat¬ 
istical  data  for  this  region.  His  presentation  is  found 
in  the  printed  (California)  record,  commencing  at  page  3. 

The  lumber  industry  is  the  leading  one  in  California, 
employing  22,936  wage  earners,  or  19.9  per  cent  of  the 
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Size  of 
Industry- 


total  of  all  manufacturing  industries.  The  value  of  its 
products  for  1909  equaled  $45,000,276.  The  census  re¬ 
ports  give  644  mill  operations  in  all  kinds 
of  timber.  The  output  of  redwood  is  but 
1^2  Per  cent  the  lumber  cut  of  the  United 
States.  Although  having  small  influence  on  lumber  man¬ 
ufacturing  conditions  generally,  yet  it  is  the  victim  of 
these  conditions. 

There  are  conditions  in  redwood  operations  peculiar 
to  the  territory.  For  instance,  there  is  no  open  log  mar¬ 
ket.  Logging  operations  are  carried  on  by  the  individual 
plant.  As  to  domestic  trade  conditions :  There  has  been 
an  utter  lack  of  cooperation  in  this  field. 
The  mills  not  only  compete  with  each  other, 
but  are  at  the  mercy  of  the  Douglas  fir  of  Oregon  and 
Washington.  In  this  aspect,  a  situation  exists  very  sim¬ 
ilar  to  hemlock  operations  as  related  to  yellow  pine.  To 
illustrate :  As  a  general  rule,  the  lower  grades  of  Doug¬ 
las  fir  sell  in  the  San  Francisco  market  at  less  than  cost 
of  production.  In  face  of  competition  of  this  character, 
the  weaker  California  operations  are  crippled.  The 
small  mills  are  naturally  most  seriously  affected.  Low 
grades  are  abandoned.  They  who  can  least  afford  it  are 
compelled  to  waste  most.  From  the  California  Bureau 
of  Labor  Statistics  for  1913-14  we  gather  the  following: 


Waste. 


“Statistics  show  that  of  the  trees  which  are  felled, 
13  per  cent  of  them  are  left  to  rot  as  stump,  top  and 
branches ;  at  the  sawmill,  43  per  cent  of  the  trees 
which  are  felled  go  into  sawdust,  bark,  slabs,  and  so 
on;  2  per  cent  are  lost  in  seasoning;  3  per  cent  in 
planing  and  finishing;  4  per  cent  more  goes  into  the 
kindling  heap  when  a  house  is  built.  Only  35  per 
cent  of  the  original  tree  emerges  in  the  form  of  a 
building,  and  when  the  carpenters  are  careless,  the 
proportion  is  less  than  that.” 


Add  to  this  essential  waste,  further  loss  of  the  tree 
due  to  man-made  conditions,  and  the  thought  asserts 
itself  that  something  must  he  radically  wrong  in  our 
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method  of  handling  Nature’s  bounty!  In  addition  to  the 
waste,  the  further  fact  that  the  industry  is  the  prime 
activity  of  a  great  state  should  challenge  consideration. 
Its  lack  of  stability  not  alone  touches  the  men  who  have 
their  money  invested,  and  the  wage  earners  who  are 
dependent  upon  it,  but  its  condition  must  reflect  itself 
in  the  counter  currents  of  the  entire  state’s  industrial 
activity. 

Due  to  the  fact  that  there  has  been  no  uniform  cost 
accounting  system  in  operation  in  California,  no  com¬ 
prehensive  statement  as  to  costs  was  pre¬ 
sented.  It  will  be  remembered  that  Mr. 
Keith,  for  yellow  pine  operations,  pre¬ 
sented  cost  figures  from  twenty-eight  representative  com¬ 
panies.  Mr.  Worcester  compiled  his  data  from  the  rec¬ 
ords  of  the  Hemlock  &  Hardwood  Association,  covering 
operations  of  eighty-odd  mills.  Mr.  Selfridge  gathered 
his  figures  from  a  plant  whose  physical  condition  and 
organization  is  above  the  average.  The  cost  figures, 
therefore,  can  be  fairly  considered  conservative.  The 
figures  submitted  do  not  include  stumpage  or  selling  ex¬ 
pense. 


Cost 

Accounting. 


REDWOOD  COST  AND  REALIZATION. 


Year 

Cost 

Average  Selling  Price 

1906 

$11.05 

'  $15.11  ' 

1907 

12.85 

17.34 

1908 

10.91 

14.23 

1909 

11.53 

13.30 

1910 

11.36 

13.91 

1911 

11.87 

13.22 

1912 

12.50 

14.54 

1913 

12.45 

15.40 

1914 

12.95 

14.79 

We  are  advised  that  the  Forest  Service  had  access 
to  the  data  from  which  this  tabulation  was  made.  No 
region  has  suffered  more  acutely  as  a  result  of  unregu¬ 
lated  competitive  conditions  than  has  California. 

A  situation  as  to  foreign  trade  is  developed  in  this 
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field  that  is  very  significant.  This  trade  consists  of  red- 
TT....  w  wood  ties  and  rough  clear  redwood  lumber, 

of  waste.  Cooperation  among  the  nulls  is  absolutely 

essential  in  handling  this  business.  Speci¬ 
fications  for  ties  allow  knots  and  sapwood.  Thus  oppor¬ 
tunity  is  offered  to  utilize  portions  of  the  tree  that  other¬ 
wise  would  go  to  waste.  No  one  mill  could  possibly, 
however,  furnish  ties  in  sufficient  quantity  to  justify  a 
venture  in  foreign  trade.  Due  to  this  and  other  impell¬ 
ing  reasons,  an  export  company  was  organized  that 
handles  the  output  of  several  mills. 

C.  R.  Johnson,  at  the  San  Francisco  hearing,  testified 
as  to  the  activities  of  this  organization.  The  testimony 
of  Mr.  Johnson  is  most  instructive  as  to  the  economic 
and  industrial  necessity  of  cooperation  in  this  field. 

This  company  has  been  of  great  service  to  the  industry. 
Ability  to  serve,  economy,  and  trade  extension  has  re¬ 
sulted.  The  industry  and  the  public  at  large  have  bene¬ 
fited.  These  helpful  conditions  followed  sane  and  logical 
cooperation.  As  we  hope  to  make  manifest  later,  there 
is  no  basic  reason  why  the  same  helpful  agencies  should 
not  be  employed  in  the  domestic  end  of  the  business. 

The  California  data  show  that  the  industry  in  this  field 
suffers  from  the  same  trouble  as  does  the  industry  in 
Wisconsin,  Mississippi  or  Oregon.  By  a  study  of  the 
facts  as  they  relate,  to  one  field  as  distinguished  from 
another,  we  find  that  although  logging  conditions  may 
differ,  stumpage  values  vary,  labor  cost  change, — inde¬ 
pendent  of  local  environment,  one  constant  element  is 
present, — over-production,  resulting  in  destructive  com¬ 
petition. 


WASHINGTON,  OREGON  AND  IDAHO. 

The  Last  Frontier, 

We  now  consider  what  may  be  well  termed  the  last 
frontier  of  our  forest  wealth.  Within  the  immediate 
past  and  the  evolving  present,  we  observe  those  processes 
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that  a  century  back  took  place  in  the  east- 
Expansion^  ern  sec^on  of  the  United  States — the  tree 
giving  way  to  the  plow.  Agriculture  in¬ 
duces  urban  growth.  Where  but  a  decade  ago  the  forest 
cast  its  somber  shadow,  we  find  today  a  varied  industrial 
activity.  A  vast  empire  unfolds  itself  to  fill  the  expand¬ 
ing  need  of  our  national  life.  The  lumberman  has  been 
and  is  the  pioneer  that  has  blazed  the  trail  into  this  wide 
expanse  of  wondrous  opportunity. 

In  making  possible  the  evolution  from  a  rough  frontier 
condition  to  the  settled  processes  of  organized  society  in 
these  three  states,  the  men  who  own  and  work  with  the 
trees  furnish  the  largest  payrolls,  employ  the  most  men, 
and  distribute  to  society  the  greatest  volume  of  created 
wealth. 

As  stated  by  Mr.  Hazen: 

“The  total  annual  value  of  all  products,  approxi¬ 
mately  $336,000,000,  of  which  lumber  and  its  prod- 
Mr  Hazen  nets  eclual  $130,000,000.  In  capital  in¬ 
vested,  men  employed,  value  of  out¬ 
put,  taxes  paid,  no  industry  is  comparable  to  that 
of  the  lumber  industry.  ” 

In  this  connection,  carry  the  thought,  already  adverted 
to,  that  out  of  every  dollar  received,  lumber  manufacture 
returns  to  the  community,  for  labor,  supplies,  etc.,  etc., 
from  80  to  85  cents. 

An  industry  that  distributes  so  great  a  volume  of 
wealth  to  the  state’s  upbuilding  is  indeed  of  prime  impor¬ 
tance.  If  its  processes  are  crippled,  due  to  causes  that 
can  be  corrected,  it  should  be  the  concern  of  the  industry 
and  Government  to  find  out  and  apply  the  remedy. 

Mr.  Langille,  at  the  Tacoma  hearing,  well  states  the 
thought : 

“These  statistics  and  diagrams  indicate  in  a  gen¬ 
eral  way  the  importance  of  the  lumbering  industry, 
Mr  Langiue.  but  there  are  many  ramifications  into 
which  I  might  go  at  length  if  time  per¬ 
mitted,  but  I  will  only  say  that  in  the  State  of  Ore- 
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gon,  with  which  I  am  most  familiar,  although  I  know 
the  conditions  are  the  same  here,  there  is  not  at  the 
present  time  an  industry,  business  or  profession 
that  is  not  feeling  the  sting  of  the  depressed  con¬ 
dition  of  the  lumber  industry. 

“It  has  been  brought  to  my  mind  repeatedly  by 
gentlemen  in  the  professions  and  in  many  lines  of 
business  who  have  called  at  my  office  and  asked  the 
question :  ‘How  long  is  this  going  to  continue?’  Our 
business  is  suffering  along  with  every  other  business 
and  every  other  vocation.  It  is  felt  among  the 
people  not  only  of  the  cities,  but  of  the  little  country 
towns ;  it  is  felt  by  the  farmers,  those  who  have  here¬ 
tofore,  when  the  lumber  industry  was  strong,  sup¬ 
plied  immense  quantities  of  farm  products  to  the 
logging  camps  and  mills.” 


In  this  connection,  we  call  attention  to  the  testimony 
of  Mr.  A.  L.  Mills  of  Portland.  Mr.  Mills  is  President 
of  the  First  National  Bank  of  Portland, 
and  a  man  of  broad  business  experience. 
He  was  called  to  testify  as  to  the  relation 
ot  the  industry  to  the  welfare  of  business 
generally.  His  statement  is  most  instructive,  and  this 
especially  in  view  of  the  fact  that  he  had  no  direct  inter¬ 
est  in  lumber  holdings  or  mill  operations.  Just  a  brief 
extract : 


Relation  of 
Lumber  to 
Business. 


“As  I  said,  I  speak  only  from  the  outside  as  a 
banker.  I  am  not  interested  in  any  lumber  mill  or 
Mr.  a.  l.  Mins,  sawmill.  The  lumber  industry,  as  you 
know,  is  the  largest  industry  in  the 
United  States  as  regards  the  employment  of  labor, 
and  in  our  own  community,  something  like  50  or  55 
per  cent  of  all  the  labor  in  the  Northwest  is  employed 
by  the  mills  and  by  the  logging  camps,  and  now  that 
labor  is  idle  everywhere,  it  seems  to  me  part  of  your 
duty  is  to  try  to  find  out  why.  That  idleness  reacts 
on  all  business.  Now,  why  that  is  and  why  it  should 
continue  is  a  question  that  has  puzzled  us  all;  but 
it  would  seem  to  me  that  something  could  be  done 
to  help  the  industry  if  the  millmen  were  permitted 
in  some  way  to  cooperate ;  not  an  illegal  combination, 
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but  a  combination  which  would  be  legal,  that  would 
enable  them  to  pool  their  products  and  enable  the 
mills  to  run.  At  the  present  time,  almost  every  one 
of  them  is  running  at  a  loss  or  is  idle. 

‘  ‘  I  know  the  statements  that  we  get  'in  the  bank 
show  that  with  very  few  exceptions  every  mill  is 
running  at  a  loss.  Now,  it  seems  anomalous  when 
other  business  throughout  the  United  States,  as 
shown  by  that  map,  is  most  excellent,  that  the  one 
great  industry,  the  biggest  industry  that  we  have, 
that  absorbs  most  of  our  labor,  is  unable  to  exist, 
that  an  immense  amount  of  capital  is  lying  idle,  ma¬ 
chinery  not  turning  over,  and  we  have  the  unem¬ 
ployed  about  us  in  Portland  whom  we  are  obliged 
to  take  care  of.  The  result  reacts  on  Portland,  and 
today  business  in  Portland  is  poor,  simply  because 
our  one  great  industry  is  in  some  way  checked  so 
that  it  cannot  perform  its  functions  in  the  world. 

“I  imagine  from  what  I  have  seen  in  the  paper, 
the  lumbermen  have  told  you  their  troubles  over  in 
Tacoma  and  Spokane  and  told  you  why.  I  only 
know  from  the  outside  that  it  exists.  I  know  that 
lumbermen’s  paper  and  mill  paper  is  a  thing  that 
you  would  rather  see  in  the  other  man’s  bank  than 
in  your  own.  You  do  not  like  it.  Millmen  cannot 
exist  the  way  things  are  at  present.” 


To  the  same  purpose  runs  the  evidence  of  Edward 
Cookingliam,  of  the  Ladd  &  Tilton  Bank  of  Portland. 

In  no  section  of  our  forest  area  do  we  find  more  mani¬ 
fest  those  conditions  that  produce  waste  of  the  tree, 
demoralization  to  investment  and  hurt  to  labor,  than  in 
the  region  now  considered. 

Although  economic  error  is  here  most  obvious,  there 
is  offered  opportunity  to  find  the  trouble  and  work  out 
the  remedy.  By  this  we  refer  to  the  fact 
that,  in  this  region,  the  Government  has 
located  its  reserves.  The  trees  owned  by 
the  public  stand  adjacent  to  those  privately 
owned.  The  Forest  Service  knows  the  sit¬ 
uation.  The  problem  of  the  Government  is  interlinked 
with  that  of  the  industry.  Surely,  when  public  interest 


Public 
Interest 
Demands  a 
Remedy. 
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runs  parallel  to  private  need,  a  legal  method  can  be  found 
to  correct  the  fault ! 

W.  B.  Greeley,  Assistant  Forester,  in  attendance  at 
the  Tacoma  hearing,  stated : 


“The  Forest  Service  has  appreciated  fully  that 
the  policy  followed  in  the  sales  of  timber  from  the 
w.  b.  Greeley.  national  forests  has  a  very  direct 
hearing  upon  the  conditions  in  the  lum¬ 
ber  industry  in  the  western  states  where  the  govern¬ 
ment  owns  a  large  part  of  the  standing  stumpage 
and  where  the  cut  of  government  timber  is  an  ap¬ 
preciable  factor  in  the  output  of  the  region.  That 
question  is  one  to  which  we  are  giving  very  careful 
study  in  connection  with  the  industry  covering  the 
entire  situation  in  the  lumber  business  of  which  the 
Forest  Service  has  under  way  now  in  cooperation 
with  other  federal  agencies.” 


Before  reviewing  the  ultimate  and  vital  data  covering 
cost  and  realization,  permit  some  general  observations 
that  indicate  the  status  of  the  industry  in  this  section 
as  in  a  measure  distinguishes  it  from  conditions  else¬ 
where. 


Initial 

Investment. 


The  timber  is  of  heavy  growth ;  located,  as  a  rule,  in 
rough  country ;  difficult  of  access,  and  therefore  requires 
a  heavy  initial  investment.  Bail  construction  is  often 
necessary  to  open  up  an  operation.  When 
you  add  to  these  factors  the  need  of  from 
ten  to  twenty  years  ’  supply  of  raw  material 
before  operation  is  possible,  we  get  a  conception  of  the 
character  of  investment  necessary. 

The  small  mill,  such  as  found  in  the  South,  on  the 
Atlantic  Coast,  or  in  North  or  South  Carolina,  finds  no 
place  in  the  industry  in  this  district.  Speaking  of  this 
phase,  Mr.  Bloedel,  at  the  Tacoma  hearing,' stated : 


“I  want  to  say  a  word  as  to  the  small  mills — what 
you  would  call  the  small  mills,  referring  to  the  mills 
Mr.  Bioedei.  that  employ  a  half  a  dozen  men  and 
cut  100,000  or  200,000  feet  of  lumber  a 
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year.  They  are  not  operated  in  this  country.  We 
have  small  plants,  but  they  are  not  like  the  small 
plants  of  the  Atlantic  Coast,  North  and  South  Caro¬ 
lina,  or  the  South.  We  have  an  industry,  as  I  have 
illustrated,  that  manufactures  large  timber  and  has 
to  have  heavy  machinery  to  handle  it  with.  It  is 
not  a  small  man’s  operation.  We  have,  however,  a 
number  of  manufacturers  who  have  160  acres  of  tim¬ 
ber  land  and  who  build  a  small  portable  mill  to  handle 
it,  but  it  is  of  a  different  nature  than  the  portable 
mill  that  is  in  the  Appalachian  Mountains  or  in  New 
York  State,  or  such  as  I  have  seen  in  North  and 
South  Carolina. 

“Now,  the  mills  I  refer  to  in  South  Carolina  would 
start  with  a  thousand  or  two  thousand  dollars,  or 
with  a  little  credit  at  the  grocery  store,  or  something 
like  that.  It  is  impossible  to  do  that  here. 

“Mr.  Hurley:  What  does  it  cost  to  build  a  plant 
of  that  capacity? 

“Mr.  Bloedel:  The  capital  to  operate,  say,  a  half 
section  of  timber  land,  would  be  about  $10,000.  It 
would  require  something  for  working  capital  and 
something  to  carry  the  timber,  so  I  say  from  $10,000 
to  $25,000. 

“The  Chairman:  Do  they  exist  in  any  appre¬ 
ciable  number  so  far  as  the  lumber  market  is  con¬ 
cerned  here? 

“Mr.  Bloedel:  We  have  had,  Mr.  Chairman,  a 
number  of  those  mills,  operating  during  the  good 
times.  In  1906  and  1907,  and  up  to  about  1910,  we 
had  a  number  of  those  plants  operating,  but  since 
then  the  severe  depression  has  gradually  eliminated 
them  so  that  they  are  no  longer  a  factor  in  the  busi¬ 
ness.  They  have  been  unable  to  operate  and  com¬ 
pete  under  these  severely  depressed  conditions  in 
competition  with  the  larger  and  better  manufac¬ 
turers.  ’  ’ 

Generally  speaking,  a  very  heavy  investment  is  neces¬ 
sary,  and  this  due  to  natural  conditions. 


In  the  three  states  covered,  about  100,000  wage  earners 
are  employed  in  all  industries,  of  which  64,000  are  en- 
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gaged  in  the  lumber  industry.  Thus  the  economic  well¬ 


being  of  the  industry  is  of  vital  concern  to  those  who 


should  have  our  greatest  consideration, - 
of  the  deeper  need. 

Mr.  Bloedel  at  Tacoma  stated : 


-and  this  because 


‘  ‘  By  the  cost  figures  which  will  be  produced  today 
by  Mr.  Dickson  and  one  or  two  others,  we  will  show 
Mr  Bioedei  you  that  out  of  an  average  cost  of  pro¬ 
duction  amounting  to  $11  per  thousand 
feet,  as  the  average  cost  of  a  number  of  plants,  the 
labor  involved  in  that  production  is  nearly  80  per 
cent,  or  about  $8  per  thousand  feet.  I  want  to  im¬ 
press  that  upon  the  Commission.  That  is  the  in¬ 
terest  of  the  labor  and  the  community  dependent 
upon  this  60  per  cent  of  the  employes  in  the  state. 
It  means  that  the  actual  interest  of  the  lumbermen, 
the  lumber  producer,  the  timber  owner,  as  it  were,  is 
small  as  compared  to  the  interest  of  the  whole  com¬ 
munity.  The  interest  of  the  lumbermen  is  prac¬ 
tically  20  per  cent  of  the  actual  results  of  his  opera¬ 
tions.  As  to  all  the  rest  of  it,  he  acts  merely  as  a 
disbursing  agent,  as  it  were,  for  the  purpose  of  dis¬ 
bursing  the  money  to  the  labor,  materials,  supplies, 
insurance,  taxes,  and  the  various  items  that  enter 
into  his  expenses. 

“The  public  does  not  understand  it,  and  if  the 
public  did  understand  it,  it  would  have  more  sym¬ 
pathy  for  our  troubles,  which  would  be  reflected  in 
better  tax  conditions  and  in  better  public  sentiment 
which  would  result  in  many  bettered  conditions. 

“I  want  to  draw  a  practical  illustration  of  a  thriv¬ 
ing  community  of  5,000  people  or  so  not  far  from 
here  that  depends  almost  wholly  on  the  lumber  in¬ 
dustry.  There  were  several  local  banks  who  were 
financing  the  local  lumber  industry — an  entirely 
proper  and  legitimate  enterprise  for  a  bank — and 
suddenly  they  found  the  mills  could  not  pay  their 
paper,  the  banks  could  not  pay  their  depositors,  and 
the  result  was  a  bad  failure.  The  whole  community 
suffered,  the  people  who  had  put  their  savings  in 
those  banks  and  the  banks  who  had  loaned  them  in 
their  proper  function  to  good  men  in  good  times, 
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could  not  get  the  money,  and  the  whole  community 
suffered.” 


A  factor  of  greatest  significance  is  the  geographical 
location  of  the  industry  as  related  to  the  markets.  The 
freight  to  the  markets  of  greatest  consumption  generally 
equals,  and  often  exceeds,  the  value  of  the  manufactured 
product.  The  rail  haul  to  the  competitive  markets  ap¬ 
proximates  2,000  miles. 

Mr.  Bloedel  well  states  the  situation: 

“Now,  then,  with  reference  to  the  markets  we  want 
to  show  you  that  the  trade  current  is  in  two  distinct 
directions;  one  is  the  domestic  trade  eastward  and 
the  local  trade,  which  consumes  about  three-fifths  of 
our  entire  production.  Our  entire  production  in  the 
States  of  Oregon  and  Washington  annually  during  a 
normal  year  is  5,600,000,000,  or  nearly  6,000,000,000 
feet.  In  round  numbers  the  State  of  Washington 
will  produce  about  4,000,000,000  and  the  State  of 
Oregon  about  2,000,000,000.  I  think,  as  I  say,  about 
three-fifths,  or  3,350,000,000,  goes  east. 

“California  is  a  large  consumer,  taking  about 
1,250,000,000.  Alaska  is  coming  in  as  a  market,  and 
the  Insular  possessions,  such  as  Honolulu  and  the 
Philippine  Islands,  take  a  small  quantity.  *  *  * 

“You  will  ask,  naturally,  where  is  our  market  in 
the  east,  the  rail  market,  and  we  will  answer  it  by 
saying,  we  supply  the  treeless  prairie  states,  the 
states  west  of  the  Mississippi  River,  which  have  no 
timber  of  their  own.  *  *  * 

“We  had,  as  I  state,  spots  of  good  trade  in  1909 
and  1910,  and  again  in  1912  and  1913,  but  eliminating 
these  two  periods  we  have  bad  one  long  struggle  in 
order  to  be  able  to  retain  our  production,  keep  our 
men  employed,  and  earn  a  living. 

“We  will  show  that  the  cost  of  transporting  lum¬ 
ber  to  the  prairie  states,  the  cost  of  handling  it  to 
the  consumer,  makes  it  necessary  that  the  consumer 
pay  about  four  times  the  price  that  is  obtained  at 
the  mill  for  our  common  building  grades  of  lumber. 

“I  mean  to  illustrate  that  further  this  way:  Our 
common  building  grades  of  lumber,  such  as  boards, 


Ill 


shiplap,  and  dimension,  are  sold  at  the  mills  today 
at  from  $6  to  $8.  The  consumer  in  the  east,  on  the 
other  hand,  pays  anywhere  from  $22  to  $30,  depend¬ 
ing  on  the  keenness  of  competition,  and  where  it  is 
located.  *  *  * 

‘  ‘  I  mean  to  illustrate  that  further  in  this  way :  Our 
understanding  that  the  public  impression  of  the  high 
price  of  lumber  is  wrong.  The  consuming  public 
condemns  the  manufacturer  and  the  timber  owner 
for  the  high  price  of  lumber,  when  we  will  show  you 
the  average  price  at  the  mill  for  common  building 
lumber  is  about  one-fourth  of  the  ultimate  selling 
price. 

“The  public  does  not  realize  the  time  of  handy 
lumber  has  passed.  Iowa  can  no  longer  get  its  handy 
pine  from  Minnesota,  but  has  to  go  to  the  south,  or 
come  here,  and  has  to  pay  the  highest  freight  rates 
in  order  to  get  it,  and  that  is  primarily  the  cause  of 
the  higher  priced  lumber  in  that  country;  and  the 
prairie  farmer  does  not  understand  it,  and  he  is,  in 
his  way  of  trying  to  find  the  remedy,  condemning  the 
lumber  manufacturer.  And,  fundamentally,  one  of 
our  troubles  is  the  wrong  impression  that  the  people 
of  the  United  States  have  regarding  the  lumber 
industry. 

“We  can  accomplish  and  the  Commission  can  ac¬ 
complish  no  better  object  than  to  set  this  industry 
right  before  the  public.  There  are  honest,  hard¬ 
working  men  engaged  in  it  who  desire  not  alone  to 
make  a  living  for  themselves,  but  to  build  up  their 
community.  And  the  industry  has  suffered  not  only 
in  a  national  sense,  but  locally  from  the  misunder¬ 
standing  that  the  public  has  of  the  actual  problems 
involved.  ’  ’ 


To  the  north  lies  British  Columbia,  manufacturing  in 
competition  the  same  commodity.  The  industry  there 
enjoys  the  aid  of  Government.  We  can  rest  assured  that 
when  peace  comes,  greater  and  more  substantial  aids 
will  be  given  the  Canadian  operators. 

_  Mr.  Hazen,  in  his  logical  and  accurate  way,  states  the 
situation : 
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“To  the  north  an  active,  virile  commonwealth,  pro¬ 
ducing  the  same  commodity  separated  by  but  an 
Mr.  Hazen.  imaginary  line  is  receiving  not  only 
all  the  aid  a  government  can  give  in 
furthering  the  industry,  enjoys  not  only  the  same 
rail  rates  to  markets  in  the  United  States  we  have, 
hut  by  reason  of  the  operation  of  our  maritime  laws 
can  charter  ships  under  any' flag  at  rates  in  normal 
times  at  from  $2.50  to  $3  a  thousand  less  than  we, 
for  delivery  at  any  port  in  the  United  States.  Pref¬ 
erential  tariffs  between  Canada  and  other  countries 
under  the  British  flag  are  being  urged  with  vigor. 
It  will  not  do  to  assume  that  because  in  foreign  mar¬ 
kets  in  the  past  we  have  been  able  to  maintain  our¬ 
selves  and  increase  our  business  in  competition  with 
Canada,  such  condition  will  continue.  The  war, 
while  affecting  us,  has  necessarily  affected  Canada 
more  seriously.  But  some  day  the  war  will  end, 
and  it  may  be  accepted  as  a  certainty  that  everything 
an  intelligent  government  can  properly  do  will  be 
done  to  aid,  foster  and  further  every  industry  in  the 
war-torn  countries.  It  would  therefore  seem  that 
but  ordinary  prudence  and  business  sagacity  would 
impel  our  government  in  a  like  manner  to  aid,  foster 
and  further  the  development  industrially  and  com¬ 
mercially  of  this  country.  However,  I  but  refer  to 
these  facts  to  show  that  our  problem  has  factors  not 
obtaining  to  the  same  degree  in  other  sections  of  this 
country.  ’  ’ 

In  addition  to  the  quotation  from  Mr.  Hazen,  we  here 
submit  extracts  from  an  excellent  paper  filed  by  E.  P. 
Blake  of  Seattle.  Mr.  Blake  demonstrates  the  handicap 
of  the  Coast  operators  due  to  British  Columbia  compe¬ 
tition,  a  competitive  condition  that  will  be  immeasurably 
accentuated  unless  some  plan  be  devised  whereby  timber 
owners  and  mill  operators  may  fend  against  the  menace. 


“Permit  me  to  call  your  attention  to  some  facts 
which  come  to  me  from  reliable  sources,  and  which  I 
believe  to  be  truthful,  as  for  example,  a  section  of 
timber  land  can  be  carried  yearly  in  British  Columbia 
for  $140,  or,  to  put  it  in  round  numbers,  and  basing 
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the  calculation  on  an  average  stand  of  40,000  feet 
per  acre,  it  means  that  25  million  feet  pays  a'yearly 
tax  ot  $140,  that  is,  $5.60  per  million.  To  carry  the 
same  area  in  the  State  of  Washington  requires  a 
yearly  payment  according  to  my  information  of  from 
$625  to  $875,  or,  in  other  words,  from  $25  to  $35 
yearly  as  against  $5.60.  To  express  this  comparison 
in  another  way,  it  can  be  said  that  the  annual  cost 
for  carrying  in  British  Columbia  is  about  25  cents 
per  acre  (which  includes  compulsory  fire  protection) 
as  against  $1  to  $1.40  per  acre  in  this  state,  to  which 
must  be  added  cost  of  fire  protection  (and  which  is 
sometimes  a  considerable  amount),  and  to  which 
must  also  be  added  the  actual  loss  of  investment  to 
the  individual  in  case  of  a  partial  destruction  of  the 
timber  by  fire,  and  which  automatically  increases  the 
.  actual  stumpage  cost  of  that  remaining.  In  British 
Columbia,  according  to  my  information,  the  loss  hv 
tire  is  the  loss  of  the  Government  in  all  cases  except 
in  that  ol  Crown  granted  lands,  said  to  represent 
about  10  per  cent  of  the  total  timbered  areas;  the 
operators  paying  a  royalty  (otherwise  stumpage) 
upon  the  quantity  actually  removed* 

****** 

“Taxes  are  steadily  increasing  in  this  state,  and 
the  courts  .(properly  so  under  existing  laws),  stand 
ready  to  enforce  the  payment  thereof,  and,  I  might 
mention,  merely  as  a  matter  of  comparison,  that  I 
learn  a  recommendation  has  been  made  to  the  Brit¬ 
ish  Columbia  parliament  to  indefinitely  extend  the 
time  of  payment  of  delinquent  taxes,  to  the  holders 
and  owners  of  timber.  This,  of  course,  could  not  be 
done  in  this  state,  except  under  prohibitive  interest 
charges,  but  the  timberman  and  lumberman  are 
facing  the  situation  and  condition. 

“Can  they  do  so  continuously,  and  for  how  long? 

“To  emphasize  more  forcibly  this  phase  of  the 
question,  the  question  of  how  long  the  timberman 


It  is  interesting  to  note  that  when  our  Government  makes  timber  sales 
it  a!so  gives  the  purchaser  favorable  terms.  The  difference  between  the 
policies  of  the  two  Governments  lies  in  this:  The  Canadian  Government 
seeks  to  advance  the  welfare  of  the  industry  as  such  and  thereby  add  to  the 
wealth,  strength  and  glory  of  the  Dominion.  Whereas,  our  policy  is  to 
force  publicly  owned  trees  in  competition  with  private  holdings  thereby 
accentuating  an  already  intolerable  competitive  condition 
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and  lumberman  can  continue  to  add  the  yearly  burden 
of  carrying  costs  to  the  present  total  cost  value,  and 
still  have  a  reasonable  hope  of  getting  ont  whole.  I 
might  mention  that  I  have  been  furnished  with  the 
following  statement  by  a  reliable  dealer  in  timber 
lands,  who  advises  me  that  he  has,  listed  in  his  office 
for  sale,  over  50  billion  feet  of  British  Columbia 
timber,  the  prices  for  which  run,  on  licensed  timber 
from  50c  to  $1  per  thousand  feet,  while  on  Crown 
granted  lands  (which  carries  with  it  the  land  itself) 
the  prices  run  from  90c  to  $1.50  per  thousand  feet. 

“These  figures,  of  course,  can  be  readily  verified 
by  you,  and  perhaps  yon  already  have  information 
of  this  character,  but  it  is  such  information  that  is 
constantly  confronting  the  people  ont  here,  and  they 
cannot  avoid  the  impression  created  in  their  minds 
thereby. 

“If  my  methods  of  arriving  at  cost  value  in  this 
state  are  correct,  and  if  the  information  as  to  values 
in  British  Columbia  is  correct,  there  seems  to  be  but 
one  way  out  for  the  timberman  and  that  is  to 
slaughter  his  holdings  before  more  costs  accumulate, 
or  be  in  some  way  assured  that  his  home  markets 
will  be  preserved  to  him,  and  that  he  will  not  be 
forced  into  a  destructive  and  desperate  competition 
with  the  present  lower  priced  timber  of  competing 
territories  situated  in  localities  outside  the  bound¬ 
aries  of  the  United  States,  but  which  have  free  access 
into  his  natural  markets. 

*  *  #  *  *  # 

“Now,  then,  with  present  British  Columbia  stunip- 
age  values  at  $1  to  $1.25  per  thousand  feet  less  than 
the  same  kind  of  stumpage  cost  in  this  state,  with 
an  avowed  desire  on  the  part  of  our  neighbors  to 
expand  their  market,  with  a  set  purpose  to  invade 
the  United  States  markets  if  it  become  desirable  to 
do  so,  with  the  Dominion  Government  aiding  and 
abetting  the  scheme,  with  the  same  Government  will¬ 
ing  to  promote  the  venture,  and,  if  necessary,  willing 
to  even  go  to  the  extreme  of  providing  water  trans¬ 
portation  facilities  to  accomplish  the  result,  by  con¬ 
structing  the  necessary  vessels,  with  that  same  Gov¬ 
ernment  soliciting  other  and  importing  colonies  of 
the  same  great  nation  to  affix  preferential  duties  to 
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the  detriment  of  trade  in  American  produced  lumber, 
I  ask  you,  in  all  fairness,  how  long  should  the  Amer¬ 
ican  holder  of  stumpage  in  the  Pacific  Northwest 
continue  to  add  to  the  present  cost  value  of  his 
stumpage  ? 

#  #  #  #  *  * 

“If  the  standing  timber  of  the  United  States  could 
be  conserved  by  now  importing  supplies  of  lumber, 
there  might  be  reason  for  existing  laws,  but  that  con¬ 
clusion  has  been  thoroughly  exploded,  perhaps  in  no 
more  conclusive  manner  than  by  the  Government 
itself,  as  shown  in  its  activity  in  the  matter  of  part¬ 
ing  with  Government  Timber  Reservations.  If  the 
Government  had  full  faith  in  the  value  of  its  reserva¬ 
tions,  would  it  now  be  using  every  possible  effort  to 
dispose  of  them  ?  Good  business  procedure  does  not 
usually  follow  along  such  lines.” 

Mr.  Blake’s  reasoning  being  sound,  it  would  seem  that 
the  hour  is  over-ripe  for  our  Government  to  arouse  itself, 
devise,  adopt  and  enforce  a  policy  calculated  to  safeguard 
our  business  interests. 

In  connection  with  Mr.  Blake’s  suggestions  it  might 
be  well  to  consider  conditions  as  presented  by  the  great 
retail  yards  in  Lake  Cities,  such  as  Chicago,  Detroit, 
Buffalo,  etc.,  etc.*  An  inspection  will  show  that  the 
tallest  lumber  piles  come  from  Canadian  mills. 

The  Dominion  Government  aids  in  advertising  and 
pushing  the  product  of  its  mills ;  further,  the  tax  burden 
is  light  as  compared  with  our  system ;  also,  the  Canadian 
operators  enjoy  an  advantage  as  to  carrying  charges. 
Add  to  these  suggestions  the  further  fact  that  Canadian 
mills  ship  their  lumber  into  our  markets  free,  as  against 
32V2  per  cent  tariff  charge  on  U.  S.  dressed  lumber,  and 
7 y2  per  cent  on  undressed,  going  to  Canadian  markets, 
and  we  glimpse  an  understanding  of  a  phase  of  competi- 

*  To  illustrate  and  make  more  vivid  the  influence  of  the  competition  that 
the  American  manufacturers  have  to  meet  from  Canadian  mills,  we  submit 
herewith  a  few  photographs  taken  in  Chicago  retail  yards  showing  lumber 
from  Canadian  mills.  When  we  consider  that  our  domestic  markets  are 
already  overcrowded  with  American-made  boards,  resulting  in  unfair  and 
destructive  competitive  conditions,  it  must  be  plain  that  this  added  factor 
in  the  competitive  struggle  accentuates  the  difficulty. 
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tive  warfare,  wlierein  our  Government  evidences  no  con¬ 
cern  for  the  welfare  of  a  great  industry,  as  distinguished 
from  the  attitude  of  the  Dominion  Government,  that  does 
everything  in  its  power  to  foster  the  same  industry  just 
across  an  imaginary  border. 

Surely  it  is  time  that  a  non-political  tariff  board  be 
created  to  study  conditions.  The  situation  as  it  stands 
is  most  unfair  to  an  industry  already  overburdened  with 
its  competitive  problems.  What  will  confront  us  after 
the  war  %  Something  besides  gains  and  ships  is  needed 
if  we  are  to  be  prepared  to  meet  the  eventualities  of  the 
future. 


-The  timber  tax  situation  is  most  acute  in  this  region. 


Timber 

Taxation 


Mr.  Teal  has  very  ably  covered  this  phase  of  the  subject, 
and  it  is  mentioned  here  simply  that  we 
have  the  factor  in  mind.  We  are  aware 
that  this  Commission  can  afford  no  direct 
relief  as  to  this  matter.  However,  the  factor  is  one  that 
we  must  not  overlook  when  considering  the  problem  of 
cost  and  realization. 

The  tax  element  is  a  prime  influence  in  the  urge  of 
over-production.  Mr.  Ames  stated : 


“The  average  value  in  these  fourteen  counties  in 
which  we  own  land  in  tracts  varying  from  5,000  to 
30,000  acres  is  $26  an  acre,  and  that  is  the  assessed 
valuation,  and  on  that  basis  the  average  tax  for  the 
year  1913 — and  I  have  not  got  my  1914  figures  in 
shape  yet — -was  $1,119  per  acre.  That  is  a  little  over 
2  cents  per  thousand  on  the  county  cruises. 

“Now  the  minimum  of  the  tax  in  one  of  these 
counties  is  61.8  cents  per  acre  and  the  maximum  aver¬ 
age  tax  in  another  county  $2,054  per  acre.  Now  this 
is  on  timbered  land,  which  has  no  value  except  for 
the  growing  timber  that  is  on  it. 

“Now  outside  of  those  averages  in  Snohomish 
County  they  have  taxed  it  so  high  that  the  taxes  per 
annum  amount  to  as  high  as  $6  per  acre,  and  the  con- 


2x6-10  to  10'  NO.  2  NORWAY  RESAWED  AND  D.  &  M.  COST  .$17.00  AT  CHICAGO 
ON  19c  RATE  BY  RAILROAD  FROM  CANADA.  1,038  MILES.  TAKES  THE 
PLACE  OF  6"  NO.  2  YELLOW  PINE  D.  &  M.  COSTING  $20.00  ON  24V2c  to  20%c 
RATE  SAME  DISTANCE  AND  LESS. 


V  - 


2x12-16  NO.  1  NORWAY  .$22.00  ON  19c  RATE  FROM  CANADA,  1,038  MILES. 
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sequence  is  that  while  we  have  been  holding  our  tim¬ 
ber  for  years  we  felt  it  was  confiscation  if  we  held  it 
much  longer,  and,  consequently,  between  Everett 
and  Seattle,  along  the  line  of  the  Interurban  Rail¬ 
way,  you  will  see  a  barren  country  there  which  we 
have  logged  off  in  the  last  five  years,  and  we  are 
going  to  continue  it  in  Snohomish  County  until  we 
have  nothing  left  but  the  land,  and  will  sell  that  for 
what  we  can  get  for  it.” 


The  statement  filed  by  Mr.  J.  T.  Gregory  at  Tacoma 
deals  with  the  tax  problem  and  is  very  instructive. 

Mr.  Hazen,  speaking  for  fir  interests,  sums  up  the 
situation  as  follows: 

“1.  The  lumber  industry  is  one  of  the  great  in¬ 
dustries  of  this  country  dealing  with  the  care  and 
disposition  of  a  natural  product  of  common  use. 

“2.  That  in  this  section  it  is  the  dominant  in¬ 
dustry. 

“3.  That  a  vast  number  of  people  are  directly 
dependent  upon  it  for  their  livelihood. 

“4.  That  the  conservation  of  a  great  natural  re¬ 
source  of  common  use  is  intimately  connected  with 
the  business. 

“5..  That  it  is  now  and  for  some  time  past  has 
been  in  depressed  condition. 

“6.  That  as  a  rule  the  product  is  being  sold  for 
less  than  it  costs  to  produce  it. 

“7.  That  consumption  is  and  for  the  past  three 
years  has  been  lessening.” 

At  the  Tacoma  hearing,  Mr.  Babcock,  Secretary  of  the 
West  Coast  Association,  presented  a  chart  that  told  the 
story  of  production  and  business  demoralization  in 
a  most  vivid  way.  The  crooked  trails  of  production  and 
price  make  plain  the  legend  of  instability.  At  pages  250 
and  251  of  Mr.  Teal’s  brief  we  find  the  following  tables 
showing  cost,  and  suggesting  by  inference  the  necessary 
loss: 
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NET  AVERAGE  SELLING  PRICES. 

Report  From  Six  Cargo  and  Rail  Mills. 

(Cost  of  selling,  commissions,  discounts,  etc.,  de¬ 
ducted  from  gross  selling  prices,  giving  net  figures 
here.) 

1910  1911  1912  1913  1914  1915  (6  mos.) 
14.30  12.35  13.21  13.64  11.18  10.90 


Cost  of  logging  (composite  statement) .  $5.43 

Cost  of  manufacturing  (composite  statement) .  5.06 

Towage  estimated . 25 


Total  producing  cost . $10.74 


NET  AVERAGE  SELLING  PRICES. 

Reports  From  Six  All-Rail  Mills. 

(Cost  of  selling,  commissions,  discounts,  etc.,  de¬ 
ducted  from  gross  selling  prices,  giving  net  figures 
here. ) 

1910  1911  1912  1913  1914  1915  (6  mos.) 
14.45  12.78  13.69  12.73  11.29  10.06 


Cost  of  logging  (composite  statement) .  $5.43 

Cost  of  manufacturing  (composite  statement) .  5.66 

Total  producing  cost . $11.09 

1  ‘  Interest  on  plant,  equipment,  capital  and  stump- 


age  and  taxes  on  stumpage  not  included  in  above  cost 
figures.  Also  no  stumpage  included.” 

Each  field  has  its  peculiar  problems,  hut  in  all  the 
factor  of  over-production,  resulting  in  waste  and  invest¬ 
ment  and  labor  loss,  persists. 
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E. 

CONDITIONS  ARISING  SINCE  HEARING 
STARTED. 

We  will  not  further  extend  the  examination  into  the 
detailed  data  as  it  relates  to  the  various  important  fields 
of  operation.  A  study  of  this  data  places  the  fact  of 
instability  beyond  all  question  of  debate. 

A  situation  has  arisen  since  the  hearings  started  at 
Chicago  in  July  that  furnishes  a  current  demonstration 
of  our  whole  argument.  In  July  of  1915  production  and 
shipment  were  practically  equal.  There  being  no  means 
whereby  this  condition  could  be  maintained,  consumption 
at  once  commenced  to  forge  ahead  of  production.  In 
September,  the  railroads,  which  had  been  out  of  the 
market  for  a  long  time,  commenced  to  buy.  Also,  indus¬ 
try  generally  was  stimulated  by  war  conditions,  and 
demand  continued  to  outrun  production  to  December, 
when  production  again  exceeded  demand,  with  a  strong 
tendency  towards  price  decline.  Many  fear  that  another 
period  of  depression  is  about  to  set  in,  and  this  in  face 
of  an  unexampled  prosperity  in  practically  every  other 
line  of  business. 

Aside,  however,  from  possible  increase  in  price  due  to 

conditions  that  have  artificially  stimulated  industry, 

lumber  manufacture  will  reap  little  or  no  benefit,  and  this 

for  the  reason  that  every  commodity  that 

increase  enters  into  cost  of  lumber  manufacturing 

Price.  ° 

Little  Benefit.  ^ias  advanced  in  price  to  a  much  greater 

extent  than  lias  the  price  of  lumber.  Labor 
is  the  slowest  to  react,  but  the  longest  to  persist,  and  the 
competition  for  labor  has  been  very  strong  in  the  East 
and  is  gradually  spreading  over  the  whole  country,  and  is 
getting  its  big  share,  as  it  always  should  get,  of  the 
increased  value  of  what  it  produces.  The  present  advance 
is  not  going  to  help  lumbermen  materially  in  the  carry¬ 
ing  charges  of  their  timber. 
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We  present,  at  this  point,  a  chart  prepared  by  Mr. 
Kellogg’,  that  outlines  the  rudderless  course  of  the  indus¬ 
try,  and  which  includes  these  later  months  just  men¬ 
tioned. 

At  the  request  of  the  Commission,  Mr.  Keith,  for  yel¬ 
low  pine  interests,  submitted  April  17th,  1916,  a  further 
supplemental  statement,  which  covers  conditions  since 
the  formal  hearings  closed.  This  statement,  now  in  the 
Commission’s  file,  is  classic  in  instructive  value.  It 
demonstrates  that  living  prices  under  present  conditions 
can  not  long  persist,  and  this  in  spite  of  the  most 
efficient  organization  ever  enjoyed  by  yellow  pine  inter¬ 
ests. 

Mr.  Keith,  after  calling  attention  to  the  data  already 
submitted,  states : 

“These  figures  show  that  during  the  months  of 
December,  January  and  February,  the  stocks  of  lum- 
Yeiiow  Pine.  her  of  the  Southern  Pine  Association 
mills  increased  190,099,946  feet,  and 
today  I  have  a  report  from  the  Association  showing 
that  the  stocks  of  lumber  for  the  month  of  March 
increased  58,412,464  feet,  making  the  total  increase 
in  stocks  during  the  past  four  months  248,512,410 
feet.  This  increase  in  stocks  has  absorbed  all  the 
reduction  in  stocks  of  lumber  that  occurred  last  year. 

‘  ‘  The  result  of  this  accumulation  of  stocks  is  caus¬ 
ing  a  softening  or  weakening  of  the  yellow  pine 
market. 

X  -V-  O'-  '  JL 
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‘  ‘  The  lumber  business  is  not  reasonably  profitable 
on  the  basis  of  prices  which  have  existed  since  the 
first  of  December,  1915,  and  we  are  again  confronted 
with  the  proposition  of  accumulated  stocks,  or  pro¬ 
duction  in  excess  of  consumption,  which  will  prob¬ 
ably  result  in  lowering  of  values. 

*  #  *  *  #  # 

‘  ‘  The  situation  in  the  South,  coupled  with  that  on 
the  Pacific  Coast,  would  indicate  that  we  are  now 
either  in  the  condition,  or  are  rapidly  approaching 
the  same,  where,  unless  something  is  done  in  order 
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to  keep  the  supply  and  the  demand  together,  there 
will  result  a  serious  reduction  in  present  values, 
which  are  not  at  the  present  time  on  a  reasonable 
basis.” 

Space  will  not  permit  further  use  of  this  illuminating 
article. 

In  connection  with  the  statement,  Mr.  Keith  filed  an 
additional  chart  showing  the  “ups  and  downs”  from 
January,  1914,  to  March,  1916,  and  which  we  here  repro¬ 
duce. 


F. 

COMPARISON  WITH  OTHER  INDUSTRIES. 

By  comparison,  lumber  manufacture  not  only  ranks 
second  in  volume  of  wealth  produced  and  men  employed, 
but,  owing  to  the  product’s  basic  value  in  our  industrial 
and  agricultural  activities,  its  importance  is  incompar¬ 
ably  superior  to  any  other  form  of  manufacture,  and 
ranks  with  agriculture  itself  in  service  to  human  need. 

Although  the  industry  has  fully  responded  to  the  devel¬ 
oping  urgency  of  State  and  Nation,  its  reward  has  been 
small,  and  in  comparison  with  other  investment,  negli¬ 
gible. 

*  In  an  address  delivered  by  C.  S.  Keith  at  Norfolk, 
Va.,  he  stated: 

“Ordinarily,  with  the  expansion  of  credit,  prices 
of  commodities  respond  with  increased  values,  be¬ 
cause  costs  increase  and  consumption  increases.  In 
our  industry,  however,  notwithstanding  the  fact  that 
for  the  past  twenty-five  years  the  world’s  supply  of 
money  and  credit  have  expanded  in  rapidly  increas¬ 
ing  annual  ratios,  lumber  products  have  not  re¬ 
sponded  in  the  same  proportion,  and  the  result  is 
that  one  thousand  feet  of  lumber  today  will  purchase 
less  of  nearly  every  -staple  commodity  than  it  did  at 

*  An  address  delivered  before  the  North  Carolina  Pine  Association  at 
Norfolk,  Va.,  March  26,  1916. 
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the  very  lowest  dollar  price  which  it  has  ever  brought, 
in  the  year  1896. 

“The  reason  for  this  condition  is  that  our  produc¬ 
tion  has  expanded  more  rapidly  than  consumption, 
and  the  relation  between  the  two  has  not  been  main¬ 
tained  in  the  same  proportions  as  other  products.” 


The  Real 
Error. 


As  an  evidence  of  the  correctness  of  the  thought,  ex¬ 
amine,  by  way  of  illustration,  statistical  data  covering 
steel,  copper,  or  the  meat  packing  industry. 
It  is  true,  as  so  well  stated  by  Commis¬ 
sioner  Hurley  in  his  public  utterances, 
there  are  literally  thousands  of  business  corporations 
whose  balances  appear  on  the  wrong  side  of  the  ledger, 
this  due  to  many  causes,  principally,  however,  to  lack  of 
efficiency  in  operation  and  cost  accounting.  Lumber 
manufacture,  however,  is  a  basic  industry,  and  although 
much  may  he  accomplished  through  the  medium  of  correct 
cost  finding,  the  real  error  lies  in  overproduction. 

Compare  the  progress  of  agriculture  with  the  data  as¬ 
sembled  in  the  record  presented. 

Government  reports  show  that  during  the  period 
spanned  between  1899  and  1909  farm  products  increased 
in  value  82.3  per  cent.  (Census  Keport,  1909-1899.) 

From  1900  to  1910  farm  lands  increased  in  value  118 
per  cent,  and  this  in  spite  of  an  increase  in  prepared  land 
of  hut  15.4  per  cent. 

In  Pierce’s  Survey  for  1915  we  read  that  farm  homes 
covering  twenty-five  states  from  1900  to  1910  grew  from 
$3,556,639,496  to  $6,335,451,528,  or  an  in¬ 
crease  of  77.8  per  cent.  The  value  of  farm 
property,  during  the  same  period,  and  cov¬ 
ering  the  same  states,  went  from  $11,525,352,034  to  $21,- 
219,500,837.  In  ten  prime  agricultural  states,  to-wit: 
Illinois,  Missouri,  Iowa,  Wisconsin,  Minnesota,  Kansas, 
Nebraska,  North  Dakota,  South  Dakota  and  Oklahoma, 
there  is  on  deposit  in  the  8,272  state  and  savings  banks 
over  $2,106,015,640,  and  this  exclusive  of  deposits  in 
national  banks.  The  amount  stated  is  twice  as  large  as 


Agricultural 

Wealth. 
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the  public  debt  of  the  United  States  and  two  and  a  half 
times  as  large  as  the  net  annual  earnings  of  every  rail¬ 
road  in  the  United  States.  It  is  estimated  that  75  per 
cent  of  these  deposits  is  farmers’  money.  These  savings 
added  to  farms,  stock  and  improvements,  show  a  condi¬ 
tion  of  prosperity  most  gratifying. 

This  data  is  not  given  in  the  spirit  of  envy  or  complaint. 
It  is  indeed  a  matter  of  profound  gratification  that  this 
statement  of  splendid  growth  can  be  made.  The  strength 
and  glory  of  the  nation  largely  depends  on  the  steady, 
continuous  growth  and  prosperity  of  agriculture.  How¬ 
ever,  great  as  is  the  need  of  industrial  well-being  among 
those  who  furnish  us  our  food  products,  the  business  wel¬ 
fare  of  those  who  not  only  make  possible  all  farm  improve¬ 
ments,  and  without  which  agriculture  could  not  survive, 
and  who  are  also  responsible  for  town  and  city  growth, — 
this  class  also  is  worthy  of  consideration.  If,  from  its 
inherent  character,  the  lumber  industry  during  periods 
of  business  unrest  cannot,  without  help,  keep  supply 
within  demand,  then  the  Government  should  aid  the  in¬ 
dustry  to  so  regulate  itself — and  this  not  only  in  fairness 
to  investment,  but  in  the  interest  of  the  common  weal. 

If  a  bug  attacks  a  remote  wheat  field,  a  tick  is  found 
on  a  steer,  or  war  conditions  depress  cotton,  tlie  Nation 
„  is  profoundly  stirred.  Government  be- 

Government  .  ..  , 

Activities.  comes  active,  and  people  generally  are 

anxious  to  help.  This  is  as  it  should  be. 

Congress,  in  appropriating  money  to  enforce  the  Sher¬ 
man  law,  placed  a  rider  to  the  act  denying  the  use  of 
the  money  thus  appropriated 

“for  the  prosecution  of  producers  of  farm  products 
and  associations  of  farmers  who  cooperate  and 
organize  in  an  effort  to  and  for  the  purpose  to 
obtain  a  fair  and  reasonable  price  for  their  prod¬ 
ucts.” 

As  to  lumber,  however,  a  spirit  of  utter  indifference 
has  existed.  Waste  unlimited  continues  from  year  to 
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year,  and  this  without  a  sign  of  public  concern.  In  ’shew 
of  the  nature  of  the  product,  this  attitude  is  most  illogical. 
Surely  the  subject  will  be  better  understood  when  this 
Commission  has  challenged  to  the  attention  of  the  Nation 
the  vital  and  outstanding  importance  of  our  problem ! 


G. 

TRANSPORTATION  AND  ITS  INFLUENCE. 

As  the  enterprise  of  South  Africa,  Australia,  India, 
Canada,  and  other  nations,  in  conjunction  with  the 
United  States,  meet  and  compete  in  the 
Advance  of  great  world  markets, — so,  likewise,  do  the 
civilization.  operators  in  Texas  compete  with  those  of 
the  Carolinas,  Virginia,  distant  Oregon, 
and  Michigan,  for  the  lumber  trade  of  the  industrial  East 
and  agricultural  Middle  West.  This  situation  is  due  to 
the  evolution  of  transportation  facilities  the  world  over. 
Through  the  mae-ic  of  steam  and  electricitv,  not  alone  the 
nation,  but  indeed  the  world,  has  become  one  vast  com¬ 
munity,  the  uttermost  outposts  of  which  are  in  almost 
instant  communication  with  the  throbbing  centers  of  life 
and  activity.  In  the  local  or  national  field,  the  neighbor¬ 
hood  touch  is  more  immediate.  The  manufacturer  of 
Washington  and  Florida  come  in  daily  contact  with  those 
who  have  their  base  in  Maine  or  Michigan. 

*  ‘  ‘  Thus  the  country  is  now  linked  together  by 
agencies  of  transportation  and  communication.  A 
van  Hise  large  proportion  of  the  population 

lives  within  a  half-dozen  miles  from  a 
railway;  it  is  only  in  the  sparsely  settled  sections  of 
the  country  that  a  railway  is  ten  or  twenty  miles  dis¬ 
tant.  Railway  speeds  and  weights  have  been  in¬ 
creased.  A  few  trains  move  passengers  and  the 
more  valuable  freight  a  thousand  miles  in  twenty- 
four  hours.  A  single  train  with  one  locomotive  may 
cany  five  thousand  tons  of  iron  ore.  The  telegraph 


*“ Concentration  and  Control,”  by  C.  E.  Van  Hise. 
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and  the  telephone  make  communication  instan¬ 
taneous. 

“The  freight  and  passenger  rates  have  steadily 
fallen.  In  1864,  the  charge  on  a  bushel  of  wheat,  in 
carload  lots,  from  Chicago  to  New  York,  was  from 
48  to  96  cents ;  in  1902,  7.8  to  9.6  cents,  one-sixth  to 
one-tenth  as  much.  The  heavier,  cheaper  products, 
such  as  coal  and  iron  ore,  are  transported  in  great 
quantities  at  a  cost  of  about  one-fifth  of  a  cent  per 
ton  mile,  and  the  rates  for  such  commodities  at  vari¬ 
ous  places  are  less  than  one-half  a  cent  a  ton  mile. 
It  may  cost  the  farmer  who  lives  twenty  miles  from  a 
railroad  more  to  get  his  wheat  to  the  station  than  it 
does  from  the  railroad  point  to  the  central  market.” 


Today  we  go  from  San  Francisco  to  Liverpool  in  less 
time  than  a  century  ago  we  went  from  Buffalo  to  Boston. 
Transpor-  Ability  to  overcome  distance  has  furnished 

tation.  competitive  warfare  a  mighty  weapon.  In 

the  degree,  however,  as  this  facility  of  quick  approach  is 
an  aid  to  destructive  competition,  it  furnishes,  likewise, 
the  ready  means  for  the  development  of  a  fuller  under¬ 
standing  of  market  conditions,  and  the  most  efficient  and 
economic  method  in  distributing  products.  This  observa¬ 
tion  is  made  manifest  in  a  very  practical  way  by  the  co¬ 
operation  extended  by  the  Department  of  Agriculture  to 
fruit  and  vegetable  growers  touching  market  conditions. 

The  Department  has  a  field  force  of  something  like  ten 
men,  who  pass  from  one  shipping  neighborhood  to  an¬ 
other,  giving  information  to  the  Washing¬ 
ton  office  as  to  the  amount  of  the  crop 
which  is  being  shipped  and  the  points  to 
which  shipments  are  being  made. 

This  information  is  compiled  and  sent  out  as  wired 
market  reports  so  that  a  shipper  of  Florida  strawberries 
today  would  be  advised  of  the  fact  that 
the  Louisiana  strawberry  producer  had 
shipped  so  many  carloads  to  the  Philadel¬ 
phia  market.  The  Florida  producer  so  advised  and  also 
aware  of  the  probable  demand  in  the  Philadelphia  market, 
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would  know  whether  his  to-day’s  shipment  should  he 
properly  sent  to  Philadelphia  or  some  other  market, 
where  the  supply  is  not  likely  to  he  so  complete. 

This  division  of  the  Agricultural  Department  works 
wherever  it  can  in  connection  with  the  state  marketing 
bureau.  Sometimes  the  men  employed  are  paid  jointly 
by  the  state  and  federal  governments.  The  result  is  that 
the  producer  is  enabled  to  make  his  shipment  in  the  light 
of  full  information  as  to  the  supply  in  all  of  the  large 
markets.  When  we  contemplate  the  fact  that  the  tree, 
when  felled,  is  gone  forever,  the  reason  impelling  gov¬ 
ernmental  cooperative  helps  is  more  apparent  in  lumber 
manufacture  than  in  agriculture,  although  needed  in  both. 

The  industry  tends  to  individualism,  and  this  as  a 
result  of  its  pioneer  character.  No  industry,  however, 
needs  the  active  helps  of  cooperation  so  much  as  does 
lumber  manufacture.  The  broad  examination  into  lum¬ 
ber  conditions  by  the  Commission  has  challenged  the  lum¬ 
bermen  to  their  own  insufficiencies.  A  spirit  of  intro¬ 
spection  has  developed.  One  of  the  helps 

Introspection.  »  ,,  , 

that  will  come  from  the  survey  will  be  a 
broader  and  better  understanding  among  the  lumbermen 
themselves  of  each  other’s  needs.  This  understanding 
will  inspire  loyalty  to  the  general  interest.  Thus  the 
problem  as  to  cooperative  effort,  in  its  legal  significance, 
will  be  the  more  readily  worked  out. 

H. 

LUMBER  DISTRIBUTION. 

After  the  board  leaves  the  mill  each  agency  handling 
it  takes,  or  seeks  to  take,  a  profit.  In  proportion  as  the 
burden  of  service  cost  increases  the  opportunity  of  the 
mill  man  obtaining  a  living  profit  diminishes.  The  need 
of  a  reasonable  price  to  the  ultimate  consumer  is  essen¬ 
tial.  First,  because  this  is  as  it  should  be.  The  industry 
could  not  expect  the  aid  of  Government  otherwise.  And 
second,  substitute  competition  prohibits  abnormal  prices. 
If  the  producer  is  to  receive  a  profit  and  at  the  same  time 
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permit  the  consumer  to  secure  the  product  at  a  fair  and 
just  charge,  all  unnecessary  cost  burdens  must  be 
removed. 

Government  figures  show  that  between  1900  and  1910 
the  lumber  cut  increased  over  25  per  cent  (35,084,166,000 
to  44,509,761,000  feet).  During  the  same  period  the 
number  of  individuals  and  concerns  acting  as  whole¬ 
salers,  jobbers,  brokers  and  commission  merchants,  in¬ 
creased  over  200  per  cent.  The  volume  of  business  done 
by  each  has  steadily  decreased,  with  the  result  that  com¬ 
petition  has  been  spurred.  Although  there  are  many 
merchants  of  this  class  of  unquestioned  integrity  and 
financial  standing,  it  is  also  true  that  this  branch  of  the 
industry  has  attracted  many  who  have  neither  experience 
or  financial  backing.  The  man  with  his  office  under  his 
hat  is  not  of  the  type  that  makes  for  sound  conditions 
in  any  business.  Due  to  the  disorganized  state  of  lumber 
manufacture  and  its  distant  wide-flung  area  of  operation, 
opportunity  presents  itself  to  the  man  without  established 
connections.  An  industry  that  distributes  its  product  by 
such  haphazard  methods  cannot  prosper. 

Having  in  mind  that  at  the  seller’s  end  we  have  some¬ 
thing  like  fifty  thousand  mills,  each  making  boards  for 
more  or  less  common  markets,  and,  generally  speaking,  all 
operations  in  competitive  strife.  On  the  buyer’s  end, 
over  three  thousand  middle-men  (wholesalers,  brokers, 
jobbers  or  commission  men).  To  this  add  forty-odd 
thousand  retailers.  In  addition  to  this  multitude  con¬ 
sider  the  class  that  buys  direct,  such  as  railroads,  the 
government,  and  large  contractors,  and  we  approximate 
a  conception  of  competitive  conditions  in  lumber  distribu¬ 
tion.  As  we  have  frequently  urged,  this  condition  might 
pass  as  an  incident  were  it  not  that  we  deal  with  a  product 
of  vital  need  and  limited  in  quantity,  a  national  asset  of 
prime  importance. 

When  we  study  the  merchandising  methods  of  the  lum¬ 
ber  manufacturers  as  a  class,  we  are  forced  to  conclude 
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that  the  operators  have  given  much  more  attention  to 
the  mechanical  end  of  the  business  than  to  efficient  and 
economic  selling  plans.  This  condition  is  hut  the  logical 
result  of  the  early  history  of  the  business.  When  the 
white  pine  industry  of  the  Lake  territory  was  at  its 
height,  lumber  sold  itself.  Chicago  was  the  great  dis¬ 
tributing  market  for  the  developing  Middle  West.  Great 
wholesale  firms  were  established  in  Chicago  and  absorbed 
the  output  of  the  mills.  The  method  was  simple.  The 
manufacturer  gave  all  his  attention  to  the  mill  and  the 
wholesaler  sold  the  boards.  When  production  moved 
south  and  west  the  same  distributing  methods  were  em¬ 
ployed,  although  a  more  complex  market  situation  was 
presented.  No  longer  was  it  possible  for  a  few  whole¬ 
salers  at  a  central  point,  like  Chicago,  to  re-distribute  the 
boards.  The  changing  source  of  supply  altered  this, 
northern  pine  from  the  North,  hemlock  from  the  Lake 
States,  yellow  pine  from  the  South,  douglas  fir  from  the 
Coast  and  western  pine  from  the  Inland  Empire,  all 
sought  the  same  middle  western  markets.  Competition 
between  the  woods  became  intensive,  and  as  a  natural 
sequence  the  competition  between  the  factors  of  distribu¬ 
tion  was  likewise  accentuated.  To  these  conditions  was 
added  the  growing  menace  of  the  substitute  as  a  competi¬ 
tive  element.  This  intensified  competitive  condition  be¬ 
came  manifest  about  ten  years  ago.  Overproduction 
resulted.  Notwithstanding  a  glutted  market  the  great 
bulk  of  lumber  products  continued  to  be  sold  by  much 
the  same  methods  as  characterized  distribution  when  the 
mills  made  money  in  spite  of  themselves.  One  of  the 
hoped  for  results  of  this  study  is  more  economic  and 
efficient  distribution. 

In  the  South  there  has  been  a  marked  departure  from 
former  methods.  The  large  and  well  balanced  operations 
have  their  own  selling  departments  and  distribute  direct 
to  railroads,  large  construction  companies  and  the  retail 
trade,  thereby  dispensing  with  the  wholesaler,  commis- 
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sion  man  or  jobber.  In  addition  to  the  economies  that 
are  claimed  as  a  result  of  this  method,  it  is  evident  that 
the  retailer  can  better  protect  himself  as  to  grades  and 
secure  a  more  uniform  stock  for  his  yard.  It  would  also 
seem  that  the  mill  that  sold  its  products  through  the  me¬ 
dium  of  its  own  selling  department  has  an  advantage  in 
being  in  closer  touch  with  market  conditions.  That  the 
method  has  its  advantages  over  the  use  of  the  middle¬ 
man  has  practical  demonstration  in  the  fact  that  each 
year  more  mills  adopt  the  plan.  This  is  especially  notice¬ 
able  in  yellow  pine  territory,  where  it  is  estimated  that 
fully  60  per  cent  of  the  output  is  sold  direct.  One  of  the 
strange  ironies  of  the  situation  is  found  in  the  fact  that 
direct  selling  is  practically  denied  to  the  small  operator. 
His  financial  status  and  volume  of  output  necessitate 
selling  through  wholesaler,  jobber  or  commission  mer¬ 
chant.  Thus  those  who  stand  in  greatest  need  of 
economic  business  methods  in  this  industry  are  denied 
opportunity,  due  to  natural  conditions.  This  handicap 
could  be  overcome  through  the  organization  of  selling- 
agencies  by  means  of  which  several  operators  could  pool 
their  sales.  This  plan  is  in  vogue  now.  Its  more  gen¬ 
eral  use,  however,  will  not  come  into  play  until  legal  un¬ 
certainty  is  removed.  It  is  now  generally  recognized 
that  small  operations,  and  they  are  legion,  make  for  mar¬ 
ket  instability,  resulting  each  year  in  an  ever  increasing 
crop  of  business  failures.  Such  operations,  through 
cooperative  effort,  could  approximate  the  financial 
strength  of  the  large  and  well-financed  mills.  A  multi¬ 
tude  of  mills  selling  direct  to  retailers,  and  this  without 
any  means  of  regulating  harsh  competitive  conditions, 
would  in  itself  create  an  intolerable  business  situation. 
How  much  more  complex  becomes  the  problem  when  you 
add  the  factor  of  middle-men  selling  a  large  portion  of 
the  output  of  the  mills  in  fierce  competition  with  each 
other!  By  this  latter  method  the  mill  men  lose  all  con¬ 
trol  of  price.  The  problem  is  one  of  great  difficulty.  As 
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matters  stand,  literally  thousands  of  small, — and  some 
large, — operations  are  dependent  on  the  wholesaler’s 
financial  support.  Only  as  a  result  of  education  and 
closer  associated  effort  can  we  overcome  the  economic 
error  involved. 

As  an  argument  for  selling  agencies,  as  distinguished 
from  middle-men  methods,  attention  is  called  to:  (1) 
The  Western  Pine  Manufacturers’  Association  has  for 
some  time  past  employed  some  cooperative  methods  in 
selling.  Prices  at  which  different  mills  have  sold  are 
listed  and  the  members  advised  of  market  conditions. 
The  effect  of  this  plan  is  at  once  noticed  by  a  study  of 
fluctuations  in  western  pine  prices  (to  their  advantage), 
as  compared  with  yellow  pine  or  douglas  fir.  (2)  The 
Louisiana  Red  Cypress  Company.  This  organization  is 
incorporated  and  undertakes  the  distribution  of  the  out¬ 
put  of  a  number  of  mills.  It  performs  every  service  that 
is  usually  performed  by  a  wholesaler.  The  relation  be¬ 
tween  the  company  and  the  mills  is  contractual  and  can 
be  abrogated  at  will  by  either  party.  The  cost  to  the  mill 
approximates  6  per  cent  of  mill  values.  It  buys  outright 
mill  production  and  sells  as  best  it  can.  As  a  result  of 
intelligent  advertising,  accurate  knowledge  of  markets, 
and  economy  in  concentrated  sale  methods,  the  cypress 
industry  has  enjoyed  a  degree  of  stability  unknown  to  the 
major  woods.  Naturally,  we  should  have  in  mind  that 
this  result  has  been  aided  by  the  fact  that  cypress  mills 
are  few  in  number  as  compared  to  yellow  pine  or  fir. 
Aside,  however,  from  this  factor  that  makes  for  feasi¬ 
bility,  there  is  food  for  thought  in  this  cypress  plan.  The 
Commission  will  recall  that  Mr.  Downman,  who  is  a 
cypress  operator  and  a  leading  factor  in  the  organization 
referred  to,  stated  at  the  February  conference  that  the 
retailers  were  willing,  as  occasion  arose,  to  pay  a  slight 
margin  more  for  cypress  than  for  a  competitive  wood, 
and  this  because  they  could  rely  on  cypress  prices.  In 
other  words,  the  price  tendency  was  uniform,  whereas 
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there  was  no  way  to  gauge  the  market  as  to  other  woods. 
Is  there  not  something  here  worthy  of  consideration  ?  The 
retail  trade  would  welcome  price  stability.  Under  pres¬ 
ent  conditions  this  is  impossible  as  to  the  woods  that 
dominate  the  market.  We  know  that  stability  is  approxi¬ 
mated  at  least  in  Cypress  and  California  Sugar  and 
White  Pine,  and  this  solely  as  the  result  of  distribution 
methods.  A  most  instructive  example  of  a  means  of  dis¬ 
tribution  is  the  California  Pine  Box  &  Lumber  Company. 
This  organization  has  been  of  inestimable  value  to  the 
industry  in  California.  Space  will  not  permit  a  detailed 
discussion  of  the  various  plans  now  in  operation.  The 
sole  purpose  here  is  to  challenge  attention  to  the  point 
that  lumber  manufacturers,  if  their  problem  is  to  be 
solved,  must  develop  merchandising  principles  to  a  higher 
degree  than  heretofore.  It  must  be  admitted  that  manu¬ 
facturers  have  more  at  stake  than  the  casual  middle  man. 
Due  to  this  greater  interest,  the  producers,  if  given  op¬ 
portunity  to  unite  effort  in  distribution,  will  give  more 
attention  to  quality  and  economic  use  than  those  whose 
sole  purpose  is  to  sell  and  collect  a  margin  of  profit.  The 
men  who  own  the  trees  have  a  continuing  interest ; 
whereas  the  seller  concentrates  on  each  transaction. 
Those  who  make  the  boards  should  pass  them  on  as  close 
to  the  user  as  possible. 

Due  to  the  very  nature  of  the  industry,  this  reform  can 
come  solely  through  cooperation. 

In  justice  to  the  manufacturers  themselves,  it  should 
be  stated  that  uncertainty  of  the  exact  legal  status  as  to 
sale  agencies  has  had  its  influence  in  blocking  reform 
along  this  line  of  associated  endeavor.  If  this  phase  of 
the  general  situation  is  cleared  up  and  a  definite  under¬ 
standing  reached,  the  Commission  will  render  a  distinct 
constructive  service  to  the  industry  as  a  whole. 

It  is  inevitable, — if  economy  and  efficiency  result  from 
this  investigation, — that  some  plan  must  be  evolved 
whereby  the  industry  can  be  relieved  of  the  whip-saw 
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methods  now  employed  by  lumber  buyers.  Concentration 
in  selling  will  enable  the  mills  to  more  accurately  realize 
a  living  price,  and  at  the  same  time  permit  the  consumer 
to  buy  at  a  reasonable  price. 

If  cooperative  selling-  agencies  should  finally  become 
the  method  through  which  groups  of  mills  sell  their 
produce,  such  plan  should  be  so  ordered  that  the  Com¬ 
mission  be  kept  in  close  contact  with  its  working  conduct. 
By  this  means  abuses  as  to  the  public  would  be  avoided 
and  greater  confidence  inspired  among  the  subscribers  to 
the  plan. 

It  is  our  understanding-  that  the  Forest  Service  intends 
filing  with  the  Commission  a  careful  statement  covering 
lumber  distribution.  We  will,  therefore,  refer  the  Com¬ 
mission  to  that  part  of  Chief  Forester  Graves’  report  for 
a  more  detailed  statement  of  this  phase  of  the  general , 
problem.  When  we  discuss  remedies  in  Volume  Two, 
reference  will  again  be  made  to  selling  agencies. 

Retailers. 

The  great  bulk  of  lumber  products  is  ultimately  dis¬ 
tributed  by  local  retail  merchants.  Efficient  service  to 
the  consuming  public  makes  necessary  the  local  yard. 
As  already  stated,  the  mill  must  distribute  its  output  in 
carload  lots.  The  consumer  requires  lumber  products  in 
various  quantities,  from  a  bundle  of  lath  to  an  order  suf¬ 
ficient  for  the  construction  of  a  residence  or  barn.  If 
the  mill  man  could  send  his  boards  direct  to  the  consumer, 
there  would  be  a  saving;  but  this  is  not  practicable.  The 
mill  operators  or  independent  agencies  must  distribute 
lumber  products  locally.  There  has  been  an  undoubted 
loss  of  the  economic  factor  in  the  great  numbers  engaged 
in  retail  distribution.  This  phase  of  the  problem  does  not 
lie  within  the  range  of  our  discussion.  As  we  sense  the 
situation,  the  crux  of  the  economic  problem  involved  re¬ 
quires  the  mill  producer  to  come  in  closer  contact  with 
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the  retail  distributor.  Price,  quality  and  grades  can  be 
better  handled  as  between  the  retailer  and  the  producer 
than  through  the  medium  of  middle-men.  It  requires  a 
great  number  of  mills  to  supply  the  need  of  the  local  yard. 
If  the  producers  were  permitted  to  distribute  their  prod¬ 
uct  through  the  medium  of  sales  agencies,  every  need  of 
the  retailer  could  be  met  and  he  would  also  be  brought 
into  close  contact  with  the  men  who  manufacture  the 
boards  he  sells. 

One  of  the  prime  difficulties  that  the  retailer  has  to  con¬ 
tend  with  is  instability  of  wholesale  prices.  If  we  can 
overcome  this  element,  every  interest  will  be  served, 
including  the  consumer’s. 

I. 

CUT-OVER  LANDS. 

Due  to  the  fact  that  we  have  not  all  the  data  assembled 
as  to  this  element,  we  will  ask  the  Commission’s  consent 
to  file  a  supplemental  statement  covering  the  subject. 

Our  plan  is  to  gather  data  from  the  various  industrial 
fields,  showing  what  disposition  is  made  of  cut-over  lands. 
By  this  method  we  hope  to  be  able  to  place  before  the 
Commission  information  of  practical  value.  The  subject 
is  one  wherein  we  are  liable  to  be  misled  by  theory. 
Hence,  we  have  gone  to  the  source  of  information  and 
purpose  tabulating  our  data  in  such  form  as  to  give  the 
Commission  a  correct  understanding  of  the  value  of  cut¬ 
over  lands  to  the.operator  or  timber  owner. 

J. 

FOREIGN  TRADE. 

In  the  development  of  our  discussion,  we  had  outlined 
an  argument  covering  foreign  trade.  The  inclusion  of 
such  matter  would  now  seem  unnecessary,  due  to  the  fact 
that  the  Commission  itself  has  already  recognized  the 
impelling  need  of  cooperative  endeavor  in  the  develop¬ 
ment  of  our  foreign  commerce.  On  May  4th,  1916,  the 
Commission  gave  out  a  summary  of  its' conclusions  with 
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reference  to  this  subject.  Specific  attention  is  directed 
to  the  Commission’s  findings : 

“(1)  That  other  nations  enjoy  marked  advan¬ 
tages  in  foreign  trade  from  superior  facilities  and 
more  effective  organizations. 

“  (2)  That  doubt  and  fear  as  to  legal  restrictions 
prevent  Americans  from  developing  equally  effective 
organizations  for  overseas  business  and  that  the  for¬ 
eign  trade  of  our  manufacturers  and  producers,  par¬ 
ticularly  the  smaller  concerns,  suffers  in  conse¬ 
quence.” 

It  will  be  noted  reference  is  made  to  the  fact  that  there 
is  doubt  and  uncertainty  as  to  the  law’s  meaning  touching 
cooperative  endeavor  in  foreign  trade.  Many  distin¬ 
guished  lawyers,  as  well  as  court  decisions,  support  the 
contention  that  the  Sherman  law  does  not  inhibit  com¬ 
binations  for  the  purpose  of  developing  foreign  trade; 
whereas  an  equally  distinguished  opinion  contends  that 
the  Sherman  law  does  inhibit  such  combinations.  To 
clear  the  atmosphere,  the  Commission  is  rendering  a  dis¬ 
tinctive  constructive  service  in  advocating  a  measure  that 
specifically  authorizes  cooperation  in  such  trade. 

In  the  body  of  the  Commission ’s  statement  we  find : 

‘‘Our  surplus  foodstuffs  and  raw  materials  will 
sell  themselves  at  some  price,  but  to  avoid  needless 
expense  in  distribution,  to  meet  formidable  foreign 
buying  organizations,  to  insure  reasonable  export 
prices,  and  to  prevent  the  profitless  exhaustion  of 
our  natural  resources,  cooperation  among  American 
producers  is  imperative.  ’  ’ 

When  we  consider  the  fact  that  export  in  lumber  prod¬ 
ucts  comprehends  less  than  10  per  cent  of  production  and 
that  the  same  uncertainty  as  to  the  law’s  mandate  exists 
touching  our  domestic  trade,  the  need  of  clarification  all 
along  the  line  is  manifest.  And  this  especially  as  the 
situation  relates  to  our  natural  resources.  The  truth- is 
that  the  problem  is  not  scratched  by  adjusting  the  foreign 
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trade  situation.  The  greater  need  is  the  domestic 
problem. 

It  would  seem  that  the  Nation  at  large  should  recog¬ 
nize  this  Commission’s  opportunity  to  serve,  by  taking 
note  of  its  action  as  to  foreign  commerce.  This  pro¬ 
nouncement  on  the  part  of  the  Commission  is  due  to  a 
study  of  industrial  conditions  in  this  country,  as  com¬ 
pared  with  other  nations.  No  agency  of  government  is 
so  well  adapted  to  this  character  of  service  as  is  the  Fed¬ 
eral  Trade  Commission.  When  the  Commission  extends 
its  efforts  to  domestic  commerce  and  evolves  practical, 
conservative  and  wise  suggestions  tending  to  make  our 
industrial  units  more  efficient,  we  will  then  approximate 
that  degree  of  efficiency  in  our  National  life  that  will 
enable  us  to  meet  any  emergency. 

During  the  progress  of  the  Commission’s  examination 
into  our  industrial  status,  Commissioner  Parry  pro¬ 
pounded  certain  questions  as  to  foreign  trade  matters. 
Due  to  the  fact  that  foreign  trade  is  in  a  measure  inter¬ 
locked  with  domestic  conditions,  it  might  be  well  to  under¬ 
take  answering  these  queries : 


1.  What  grades  of  lumber  will  be  exported  chiefly? 
Answer:  All  grades;  and  the  balance  between  the 
grades  exported  and  the  grades  produced  will  be  in  direct 
proportion  to  the  aggressiveness  of  the 


All  Grades 
Will  Be 
Exported. 


merchandising  effort.  According  to  re¬ 


ports  of  manufacturing  exporters  an  ex¬ 
port  trade  even  under  present  conditions 
does  not  call  for  the  higher  grades  in  undue  proportion 
to  the  yield  of  the  trade. 


Yellow  Pine. 

In  yellow  pine,  the  West  Indies  and  Central  America 
use  only  the  low  grade  lumber  and  timbers ;  South  Amer¬ 
ica  purchases  low  grade  timbers  and  a  small  percentage 
of  the  upper  grades;  the  United  Kingdom  and  Northern 
European  markets  consume  chiefly  the  lowest  grade  of 
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sawed  timbers,  accumulated  from  the  coarsest  logs  which, 
if  sawed  into  lumber,  would  be  largely  wasted.  There  is 
also  a  demand  for  heart  timber,  whose  quality  is  similar 
to  that  sold  in  the  United  States ;  in  Southern  Europe  the 
demand  runs  more  to  the  low  grades. 


Chinese 

Orders. 


Douglas  Fir. 

All  grades  of  Douglas  fir,  with  the  exception  of  culls, 
are  now  exported  and  not  more  than  10  per  cent  of  the 
lumber  exported  is  of  upper  grades.  Speci¬ 
fications  for  China  call  for  50  per  cent 
merchantable  and  50  per  cent  No.  2  mer¬ 
chantable,  and  take  almost  the  entire  product  of  the  log 
with  the  exception  of  the  cleared  and  No.  3  common,  some¬ 
times  termed  culls ;  in  addition  China  uses  considerable 
No.  2  clear  and  better  T.  &  G.  flooring,  so  that  an  order 
for  China  is  a  desirable  one  from  a  mill  standpoint,  as  it 
takes  a  large  portion  of  the  entire  log. 

Australian  specifications  admit  only  the  highest  class 
of  merchantable  lumber.  Practically  no  clear  lumber  is 
shipped  to  Australia  as  such,  for  all  flooring  and  stock 
of  that  character  comes  from  the  Baltic. 

On  the  West  Coast  of  South  America  high  grade  mer¬ 
chantable  stock  is  required,  although  the  grading  is  more 
liberal  than  that  in  Australia.  In  Great 
Britain  and  on  the  Continent  the  same 
grade  is  demanded,  although  the  specifica¬ 
tions  for  this  grade  call  chiefly  for  timbers  and  plank; 
in  addition  to  these  a  considerable  quantity  of  clear 
flitches  and  also  of  the  highest  grade  clear  vertical  grain 
ship  decking  is  called  for,  and  in  Africa  merchantable 
grades  of  the  same  specifications  as  the  West  Coast  of 
South  America  are  sold-  In  Japan  large  size  squares 
cover  the  bulk  of  the  requirements,  thus  enabling  the 
mill  to  get  rid  of  the  entire  output  of  the  log  with  the 
exception  of  the  clear  trimmed  off  in  squaring  up  the  log. 


Foreign 

Grades. 
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Redwood. 

All  grades  of  redwood  are  exported,  although  under 
present  conditions  the  percentage  of  clears  is  greater 
Railroad  than  that  of  other  grades.  An  ever- 

Ties.  increasing  market  is  being  developed  for 

redwood  railroad  ties  manufactured  out  of 
common  logs,  which,  if  sawed  into  thinner  sizes  for  the 
domestic  market  would  leave  some  desirable  common  and 
some  of  the  very  lowest  grades  of  common  for  home  con¬ 
sumption.  Door  and  frame  stock  of  high  grade  refined 
out  of  common  lumber  is  also  shipped  abroad,  thus  reliev¬ 
ing  the  local  market  of  a  low  grade. 


California  Sugar  and  White  Pine. 

The  markets  of  the  world  will  absorb  under  normal 
conditions,  not  only  the  high  grade  uppers,  but  a  very 
large  percentage  of  low  grade  in  proportion  to  the  high 
grade,  taking  considerable  quantities  known  as  No.  2  and 
No.  3  common,  the  lowest  grades  produced  from  sugar 
and  white  pine  logs. 

2.  How  will  the  disposal  of  the  remainder  affect  the 
home  market? 

As  no  large  surplus  of  any  undesirable  grade  is  left  at 
the  mill  for  domestic  distribution,  the  domestic  market 
is  not  disturbed  to  any  extent.  The  do- 
to  Home  mestic  stocks,  on  the  other  hand,  will  be  im- 

Trade.  proved  in  quality  by  reason  of  the  export 

market’s  absorbing  a  continually  increas¬ 
ing  percentage  of  lower  grades  under  efficient  methods  of 
distribution. 

3.  Will  a  surplus  of  low  grade  accumulate,  making  the 
low  grade  problem  more  serious  and  close  utilization  of 
timber  more  difficult  ? 

Answer;  No.  This  question  is  further  answered  in 
the  answers  to  preceding  questions. 
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4.  Will  the  dumping  of  surplus  material  unsalable 
abroad  upon  the  markets  of  the  United  States  demoralize 
the  domestic  trade? 

Answer:  No.  The  answers  to  preceding  questions 
cover  this. 

5.  Will  this  result  in  benefit  to  the  domestic  consum¬ 
ers,  or  will  any  such  benefit  be  merely  temporary  and  the 
ultimate  result  a  serious  loss  to  all  interests  dependent 
on  the  thrifty  use  and  permanence  of  the  national  timber 
supply? 

Answer:  It  will  result  in  benefit  to  domestic  con¬ 
sumers  because :  First,  it  will  develop  the  industry 
„  „  through  extension  of  business  abroad  and 

Domestic  a  very  large  percentage  of  consumers  are 

consumers.  dependent  upon  the  survival  of  the  lumber 
industry.  The  industry  is  so  large  and 
employs  so  many  people  that  domestic  consumers,  when 
thought  of  in  connection  with  it,  are  almost  synonymous 
with  producers  when  those  involved  in  it,  directly  or  in¬ 
directly,  through  its  many  dependent  and  allied  interests 
are  considered. 

Second :  Direct  and  better  merchandising  will  increase 
utilization  through  further  and  more  refined  manufacture 
which  will  be  called  for,  and  the  interests  of  conservation 
will  be  served. 

Third:  Securing  the  absorption  of  lower  grades  of 
commons  will  benefit  the  domestic  market  by  increasing 
the  availability  of  the  better  common  for  domestic  con¬ 
sumption.  The  requirements  for  merchantable  in  the 
several  foreign  countries  are  considerably  higher  than 
necessary,  and  if  the  mills  were  permitted  to  distribute 
their  products  through  selling  organizations,  they  could 
go  direct  to  the  foreign  buyers  and  consumers,  and  by 
explaining  fully  the  various  grades  of  lumber  and  their 
adaptabilities,  a  lower  grade  of  merchantable  suitable  in 
every  way  to  the  needs  of  the  foreign  consumer  could  be 
shipped. 
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6.  Are  high,  relatively  low,  or  average  profits  antici¬ 
pated  in  the  export  business?  That  is,  will  the  principal 
advantage  of  the  extension  of  foreign  trade  bo  to  extend 
the  more  profitable  trade,  putting  the  exporter  in  a  po¬ 
sition  to  undersell  on  the  home  market  ?  Or,  will  the 
foreign  market  serve  mainly  to  take  surplus  stocks  at 
little  or  no  profit?  Or,  will  the  export  trade  stand  on  its 
own  footing  without  affecting  the  domestic  market  one 
way  or  the  other? 

Answer:  In  the  last  analysis  the  effort  of  the  manu¬ 
facturer  is  directed  to  the  average  price  of  his  lumber, 
regardless  of  where  it  is  sold.  This  can  only  be  done  by 
getting  in  as  close  touch  as  possible  with  the  ultimate 
consumer  wherever  he  may  be.  The  export  market 
stands  on  its  own  footing  without  affecting  other  markets 
to  much  extent  one  way  or  another.  The  same  is  true  of 
domestic  business  which  has  not  always  followed  the 
fluctuations  of  the  off-shore  market. 


Government 

Inspection. 


We  answer  Mr.  Parry’s  further  question: 

“The  forester  also  suggests  that  consideration  be  given 
to  the  extent  and  seriousness  of  any  present  confusion  or 
difficulty  in  standardization  of  grades  and 
inspection  service  for  the  foreign  trade 
and  to  possible  remedies  for  the  same.  Re¬ 
ports  have  reached  the  forest  service  indicating  a  serious 
handicap  to  the  export  trade  in  lack  of  uniformity  of 
grades,  failure  to  meet  specifications  in  foreign  orders, 
confusion  between  grades  current  in  this  country  and 
those  in  the  buyer’s  country,  and  lack  of  a  responsible 
claim  and  inspection  service.  It  is  stated  that  inspection 
by  the  Forest  Service  has  been  requested  in  several  in¬ 
stances.  It  would  be  well  to  consider  how  far  inspection 
service  by  the  Federal  Government  is  deemed  necessary, 
and  if  not,  what  type  of  organization  is  proposed  to  meet 
these  problems,”  as  follows: 

The  juggling  of  grades  by  foreign  brokers  and  commis- 
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Grade 

Juggling 


sion  men  is  largely  responsible  for  the  dissatisfaction  of 
foreign  customers  regarding  tlie  discrep¬ 
ancies  in  grades  received  and  specifications 
under  which  they  were  sold,  closer  contact 
between  manufacturer  and  foreign  consumer  through 
efficient  organizations  and  a  thorough  understanding  of 
the  grading  rules  will  remove  any  such  causes  for  dis¬ 
satisfaction  in  the  future.  The  grading  and  inspections 
of  lumber  shipped  abroad  from  the  Pacific  Coast  are  gen¬ 
erally  efficient  and  satisfactory,  and  in  the  absence  of  any 
grade  manipulation  by  unscrupulous  middle-men,  the 
buyer  is  entirely  satisfied  with  the  certificates  of  inspec¬ 
tion  now  issued  by  Pacific  Coast  manufacturers. 


K. 

CONCLUSION. 

We  have  tried  to  view  the  economic  problems  involved 
in  the  industry.  No  claim  is  made  that  the  subject  has 
been  scientifically  presented.  The  field  is  so  broad;  the 
conditions  so  intricate  and  involved ;  the  problem  for  so¬ 
lution  so  complex,  that  we  can  but  hope  to  stimulate 
inquiry,  rather  than  feel  that  we  have  correctly  analyzed 
the  data  and  drawn  sound  conclusions.  There  are  cer¬ 
tain  conditions,  however,  concerning  which  there  can  be 
but  little  debate. 

Mr.  Teal  at  the  Washington  hearing  stated  a  profound 
truth  when  he  said :  ‘  ‘  Something  is  radically  wrong  with 

an  industry  of  such  magnitude  in  which  the  business  gen¬ 
erally  is  not  of  a  more  stable  character.”  Here  is  the 
very  heart  of  the  problem.  The  immediate  task  should 
be  to  discover  the  cause  of  this  economic  error  and  cor¬ 
rect  it.  We  have  endeavored  to  so  assemble  the  data  as 
to  make  manifest  the  underlying  causes  that  are  re¬ 
sponsible  for  this  condition.  No  one  is  more  vitally  con¬ 
cerned  in  getting  at  the  truth  and  correcting  economic 
error  in  this  industry  than  the  public  itself. 

From  the  data  reviewed,  we  are  safe  in  asserting  that 
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many  of  the  factors  made  manifest  by  the  record  make 
for  instability.  Among  others  the  following: 

1.  The  spread  of  operations. 

2.  Long  time  storage  of  raw  material. 

3.  Privately  owned,  as  well  as  government  owned, 
trees  seeking  conversion. 

4.  Margin  of  realization  narrow  and  always  at  the 
mercy  of  overproduction. 

5.  Lower  prices  may  tend  to  reduce  sales.  When 
sales  fall  off,  stocks  accumulate.  If  prices  pick  up,  the 
overload  of  stocks  is  set  in  motion,  and  the  eternal  cycle 
continues. 

6.  The  substitute  and  its  influence. 

7.  Taxation  and  its  influence. 

8.  Output  of  mills  competitive.  The  retailer,  not  the 
consumer,  the  buyer. 

In  addition  to  the  above  elements  that  directly  tend  to 
disturb  and  weaken  stable  market  conditions,  we  should 
have  before  us  the  evil  consequences  that  flow  from  such 
instability : 

1.  Waste  of  a  natural  resource. 

2.  Labor,  in  one  of  its  greatest  fields,  crippled. 

3.  Direct  and  indirect  effect  of  demoralization  to  in¬ 
vestment  of  such  large  volume. 

4.  Weak  and  uncertain  markets,  although  spelling 
ruin  to  a  vital  industry,  and  waste  of  a  necessary  resource 
give  no  compensating  return  to  the  public  in  reduced 
price.  The  consumer  and  producer  are  on  opposite  sides 
of  the  stream.  Intervening  agencies  collect  toll  for 
bridge  service. 

5.  The  industry  is  of  such  magnitude,  deals  with  a 
vital  need,  employs  so  many  men,  that  its  economic  insta¬ 
bility  touches  hurtfully  every  avenue  of  our  industrial 
life. 

The  above  deductions  can  be  fairly  made  from  the 
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assembled  data.  Can  there  be  doubt  as  to  the  need  of 
reform? 

The  industry  can  and  should  do  much  within  itself  to 
overcome  its  difficulties.  The  insistent  need,  however,  is 
the  earnest  and  helpful  cooperation  of  government.  We 
ask  no  favor.  There  is  a  public  as  well  as  a  private  inter¬ 
est  at  stake.  Of  this  there  is  no  question.  Why  should 
not  the  two  parties  in  interest,  following  the  dictates  of 
common  prudence,  get  together  and  solve  the  problem? 
There  is  no  other  way.  Legitimate  competitive  conditions 
must  be  maintained  if  we  consistently  adhere  to  our 
ideals  of  national  development.  Destructive  competition, 
however,  must  cease  if  these  ideals  are  to  be  realized. 

Professor  Van  Hise,  in  an  address  delivered  before  the 
Chamber  of  Commerce  of  the  United  States  stated : 

“In  the  third  place,  a  free  field  for  legitimate  com¬ 
petition  must  be  maintained.  No  steps  should  be 
taken  which  will  endanger  this  great  stimulus  to 
industrial  progress.  However,  it  has  often  been  in¬ 
ferred  that  retaining  legitimate  competition  will  pre¬ 
vent  cooperation;  whereas,  the  truth  is,  cooperation 
in  business  may  be  just  as  advantageous  to  the  gen¬ 
eral  public  as  is  cooperation  in  education,  in  social 
work,  or  any  other  line  of  human  endeavor.  Coopera¬ 
tion  is  the  cry  of  humanity  in  this  twentieth  century, 
and  commerce  should  not  be  eliminated  from  sharing 
its  great  benefits.  In  our  desire  to  retain  legitimate 
competition,  we  should  take  care  not  to  outlaw  legiti¬ 
mate  cooperation.  ’  ’ 

That  legalized  cooperative  endeavor  will  go  far  to 
solve  the  problem  presented  is  the  consensus  of  opinion 
of  the  forward-seeing  men  within  the  industry. 

We  cannot  better  close  this  branch  of  the  discussion 
than  by  using  the  concluding  words  of  President  Wilson’s 
message  to  Congress : 

“For  what  we  are  seeking  now,  what  in  my  mind 
is  the  single  thought  of  this  message,  is  national 
efficiency  and  security.  We  serve  a  great  nation. 
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We  should  serve  it  in  the  spirit  of  its  peculiar  genius. 
It  is  the  genius  of  common  men  for  self-government, 
industry,  justice,  liberty  and  peace.  We  should  see 
to  it  that  it  lacks  no  instrument,  no  facility  or  vigor 
of  law,  to  make  it  sufficient  to  play  its  part  with 
energy,  safety  and  assured  success.  In  this  we  are 
no  partisans,  but  heralds  and  prophets  of  a  new  age.” 

We  will  now  pass  to  Volume  II,  where  we  will  under¬ 
take  a  discussion  of  the  present  state  of  the  law  and  the 
remedy,  and  this  that  we  may  determine  if  legislation  is 
necessary  to  permit  effective,  coordinated  effort  to  over¬ 
come  our  industrial  handicap. 

L.  C.  BOYLE, 

J( )SEPH  N.  TEAL, 

GEO.  L.  BOYLE, 

Counsel. 


